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Executive Notes 


aimler-Benz consoli- 
dates. Mercedes-Benz 
of North America 


(MBNA) is transferring its truck 
activities to Freightliner Corp., 
Daimler-Benz AG, parent organi- 
zation of both companies, recently 
announced. 

Freightliner will take over the 
assembly and marketing of 
MBNA _ medium-duty _ trucks. 
MBNA will continue as the US. 
importer and distributor of Mer- 
cedes-Benz passenger cars. 

Freightliner President Ronald 
Burbank says personnel from 
Mercedes-Benz will join Freight- 
liner at the company’s offices in 
Portland, OR. In addition, the field 
sales, service and parts organiza- 
tions will be merged. 

“The Freightliner name will re- 
main on Freightliner products, 
and the Mercedes-Benz name will 
stay on Mercedes-Benz products,” 
Burbank says. “Both lines have 
their own identities in the mar- 
ketplace, and it is not our inten- 
tion to alter the image of our 
trucks.” 

Both makes will continue to be 
distributed through their respec- 
tive dealer organizations. Parts 
for both product lines will be dis- 
tributed through Freightliner’s 
six regional distribution centers. 
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NIASE advertising awards. 
The National Institute of Automo- 
tive Service Excellence will pre- 
sent awards to automotive repair 
establishments in recognition of 
the advertising they place, featur- 
ing NIASE mechanics, in the con- 
sumer media during 1982. 

A first place and an honorable 
mention award will be presented 
to new-car dealers, independent 
garage operators, service station 
owners, mass merchandisers and 
tire dealers submitting the best 
TV, radio and newspaper ads. In 
addition, a grand prize of $500 will 


be awarded to the overall winner. 

“We are trying to encourage ser- 
vice establishments to advertise 
the fact that they employ NIASE- 
certified mechanics,” says NIASE 
President Ron Weiner. “This pro- 
gram will give recognition to those 
companies who are doing just 
that.” 

The deadline for entries is 
November 1, 1982. For further in- 
formation, contact NIASE, 1825 K 
St., N.W., Washington, DC 20006. 
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Fleet survey. Vehicle condi- 
tion, mileage and appearance are 
the biggest influences on the 
prices of fleet autos at disposal 
time, according to a recent survey 
of business car fleet managers. 

In a survey of 32 fleet executives 
conducted by Runzheimer & Co., a 
management consulting firm, 44 
percent said vehicle condition 
most influences price at disposal; 
31 percent said appearance. Other 
influential factors listed were 
book price, engine size, time of 
year, make/model and accessories. 

According to one spokesman for 
a large, midwestern auto auction, 
options, standard colors and 
gasoline-powered autos sell best. 
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Diesel information kit. Gulf 
Oil Corp. is offering a diesel prod- 
uct information program to new- 
car dealers in the 28-state area the 
company serves. 

The purpose of the program is to 
provide information to owners of 
diesel autos about the availability 
of diesel fuel, lubricants and air 
and oil filters. 

Auto dealers in Gulf trading 
areas will be provided, on request, 
with information kits designed to 
fit in the glove compartment. The 
kits contain a copy of the Gulf 
Auto Diesel Location Directory 
and, in some cases, coupon folders 


for fuel and lubricants. 

For further information, contact 
the Gulf Auto Diesel Information 
Center, P.O. Box 1563, Houston, 
TX 77251. 


kk 


RV shipments up. The family 
camping industry is on the come- 
back trail, reports the Recreation 
Vehicle Industry Association. 

Manufacturer shipments to re- 
tailers in 1981 totaled 239,100 
units—a 31.8-percent increase 
over 1980. And, in the first quarter 
of 1982, 56,000 units were shipped 
to dealers, a 1.6-percent increase 
over 81. 

Of the three basic types of recre- 
ation vehicles—motor homes, 
multi-use vehicles and towables— 
multi-use vehicles, with 99,800 
units delivered in 1981, had the 
largest percentage gain in ship- 
ments (39.8 percent). 
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Driving costs down. The aver- 
age cost of owning and operating 
an American compact car dropped 
by 0.4 cents— to 24 cents per 
mile—during the first quarter of 
1982, according to the American 
Automobile Association (AAA). 
The 0.4-cent decrease, is due, in 
large part, to the decline in 
gasoline prices during recent 
months. 

The AAA reports that New Eng- 
land had the highest operating 
costs during that period (24.8 
cents per mile), with the Midwest 
experiencing the lowest (23.4 
cents per mile). 

The survey is based on a 1982 6- 
cylinder Chevrolet Citation hatch- 
back, driven 15,000 miles annu- 
ally and kept for four years. The 
cost figures take into account both 
variable and fixed costs, including 
gasoline, maintenance, insurance, 
depreciation and registration fees. 
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“Our service begins 
before the lease 
is signed” 


Rick Blossom 
Vice President/General Manager 
Baldwin-United Leasing Company 


That's one reason 
we designed this 
Baldwin-United 
Lease Payment 
Planner. 


The exclusive Baldwin-United Lease Payment Planner can be an important tool in moving your 
inventory. The Planner provides direct comparison, without complicated paperwork, between 
monthly payments for leasing and monthly payments for financing. You'll be able to immediately 
show your customers the savings they'll receive by leasing. 


Baldwin-United Leasing Company is a leader in the leasing industry because service is the 
foundation of our business. We guarantee 3 hour turnaround time on credit approval. We 
forward payment for the lease in 24 hours. And you free yourself of administrative expenses. 
Leasing through Baldwin-United is simple, and it’s profitable for you. 


To find out more about leasing and the Baldwin-United Lease Payment Planner, call our Toll Free 
Numbers. . .1-800-543-0369; or 1-800-589-7397 in Ohio. 


anne Baldwin-United Leasing Company 
Baldwin Automotive Division 


Untted 1801 Gilbert Avenue 
Cincinnati, Ohio 45202 


We've put it all together 


so GM Dealers can do it all. 


General Motors Acceptance Corporation practically 
invented automotive financing. When we set up shop 
over 63 years ago, car financing was almost unknown. 

Since then, thousands of GM Dealers (and millions 
of new-car buyers) have come to depend upon GMAC 
for their financing needs. As a matter of fact, we’ve 
extended more automotive credit than any other financial 
institution in the world. That makes us your most 
experienced automotive credit source. 

And we’ve continued to anticipate your needs by 
expanding our services in new and innovative ways. 


™ . GMAC 


REIALG 


Consistent, dependable source. 
co ab sted 


—— 


Extra income from rentals. 


™ — 


Ways to make it easier for you to merchandise cars and 
trucks. Ways to make it easier for your customers to buy, 
lease or rent them. 

Whatever your financing requirements — retail, 
wholesale, leasing, daily rental or a capital loan—GMAC 
is ready with plans and know-how to help make your 


dealership the trans- G MA mH 


portation center in 

your community. 
THE FINANCING PEOPLE 
FROM GENERAL MOTORS 


/ a 


We’re committed to 
helping GM Dealers do it all. 


Complete Dealer Financing Services 


NADA 
SERVICES CORP. 
BOARD OF DIRECTORS 


George W. Lyles, High Point, NC 
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Life On The Hill: The 
(Dealer) Congressmen 


Three Congressmen 

who have come from 
the ranks of dealers dis- 
cuss political life. 


An Interview With Jaguar’s 
Graham Whitehead 


15 @ talks with the 
president of Jaguar 
Rover Triumph about the 
firm’s reorganization. 


Bringing The Leasing 
Business Into Focus 


2 Though there are 
risks, experts say 

leasing contains many re- 

wards for smart dealers. 


Finding The Right Person 
For The Job 


2 Successful recruit- 

ing is a matter of 
tailoring the search to the 
job being filled. 


39 How To Lose A Million Dollars. A tongue-in-cheek 


look at how not to run an automobile dealership. 
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How Safe Are 


+ oni * Ce 
cee 


Your Investments? 


tubbornly high interest 

rates, the uncertain fate 

of Social Security, in- 
creased unemployment and the 
corrosive effects of inflation may 
well give the investor pause. “Now 
that I’ve invested my money,” one 
might ask, “how safe is it?” 

For the most part, “safety” de- 
pends on the type of investment 
and which organization you invest 
through, because different laws 
and regulations apply. 

The primary vehicle for protec- 
tion is the Securities Investment 
Protection Corporation (SIPC), 
which was created by Congress in 
1970 to prevent investors from los- 
ing their shirts if they are custom- 
ers of a brokerage house that fails. 
SIPC is not a government agency, 
but a nonprofit membership corpo- 
ration funded by those brokers and 
dealers who are required by law to 
be members. If a brokerage firm 
goes under, SIPC may ask a fed- 
eral court to appoint a trustee to 
liquidate the firm. In situations 
involving smaller firms, SIPC 
may do the liquidating itself. 

In general, either the trustee or 
SIPC may transfer some or all cus- 
tomer accounts of the firm to 
another SIPC member firm—a 
procedure intended to minimize 
disruptions in trading. Customers 
whose accounts have been shifted 
are notified immediately. They 


can deal with the new firm or 
transfer their accounts to another 
brokerage house of their choice. 
Here’s what happens: 

@ Customers will receive the 
total amount of securities regis- 
tered in their names. 

@ Investors with claims will also 
receive, on a pro rata basis, all the 
remaining cash and securities 
held by the firm. 

@ SIPC’s funds are available to 
satisfy any remaining claims of 
each customer, up to a $500,000 
maximum for securities and 
$100,000 for cash. 

e After liquidation expenses 
have been paid, any assets left 
may be used to settle additional 
customer claims, again on a pro 
rata basis. 


What Does SIPC Protect? 


The SIPC protects cash and sec- 
urities—notes, stocks, bonds and 
certificates of deposit (CDs). Not 
covered are unregistered invest- 
ment contracts or any interests in 
a commodity, commodity contract 
or option. If a customer has multi- 
ple accounts in separate capacities 
(trusts, for example), each account 
is protected subject to certain 
SIPC rules. However, a person 
who in a single capacity has sev- 


eral accounts with the same firm 
(such as cash and margin) would 
be deemed a single customer 
under the  $500,000/$100,000 
limits. 

Customers receive a_ public 
notice of the firm’s failure (at- 
tached to a claim form). The notice 
carries instructions for completing 
the claim form, which should be 
sent directly to the trustee broker- 
age firm if there is one, otherwise 
directly to SIPC. 

Most of the time, investors get 
back all their securities. If, for 
whatever reason, a failed firm 
doesn’t have the customer’s sec- 
urities on hand, the trustee firm 
will usually try to replace them in 
the open market—but only if a “fair 
and orderly market” can be found. 
If the securities can’t be replaced, 
the customer will receive cash in- 
stead. 

Claims are valued at a date set 
by law, generally, when proce- 
dures to protect customers begin. 
To the maximum extent possible, 
claims will be met by delivering 
securities to customers. If cash is 
paid in lieu of securities, the 
amount will reflect the value on 
the date set by law and may, 
naturally, differ from the value on 
the payment date. Of course, SIPC 
cannot protect against losses 
caused by an investment’s rise or 

(Continued on page 43) 


This column is prepared as an automotive exclusive for HE by Bill Waters, Director of Marketing Services with Merrill Lynch, Pierce, Fenner & Smith. Reader 
comments and inquiries should be sent-to: Money Sense, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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Take the THERMO-GUARD challenge today! 
i Profit with THERMO-GUARD tomorrow! 
. DRMSGD 
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New-Car Affordability 


n the face of an inflationary 

climate, rising new-car 

prices have been cited as the 
primary cause for the poor perfor- 
mance of the retail automobile in- 
dustry. But inflation has occurred 
in both prices and wages. The 
issue of concern then, is whether 
or not increases in consumer in- 
come have kept pace with in- 
creases in new-car prices. The data 
indicates that while new-car 
prices have risen faster than aver- 
age income, consumers have been 
able to keep monthly payments 
consistent with the level of income 
thanks to the lengthened duration 
of loans and an increase in the av- 
erage down payment. However, 
recent trends highlight the need 
for more stable new-vehicle prices 
so that monthly payments remain 
affordable to the average con- 
sumer. 

The average new-car selling 
price, as calculated by the NADA 
Industry Analysis Division (see 
chart below) rose from $5,470 in 
1976 to $9,030 at the end of 1981. 
This represents an increase of 65 
percent. During the same period, 
the average monthly payment in- 
creased 53 percent from $153 to al- 
most $235. 

NADA economists used two in- 
dices to measure earnings and in- 
come: (1) Median Family Income 
and (2) Spendable Average 
Weekly Earnings. These series in- 
dicate that increases in monthly 
new-car payments have been 
fairly consistent with the in- 


Average 


Selling 
Year Price 


Down 


1976 $5,470 $ 658 
1977 6,120 735 
1978 6,470 774 
1979 6,950 904 
1980 7,530 1,054 
1981 8,820 1,235 
12/81 9,030 1,265 


13.2% 
13.1% 
13.1% 
13.5% 
14.9% 
15.5% 
17.4% 


Average 

New-Car Average Average Duration Average 
Annual 
Payment Loan Rate (Months) Payment 


of Loan 


Average 
Monthly Payment 
asa Percent of 
Monthly Median 
Family Income 


Monthly 


38.8 $153.11 
164.65 
166.81 
174.11 
189.47 
222.88 
234.67 


12.3% 
12.3% 
11.4% 
10.6% 
10.8% 
11.7% 
12.3% 


SOURCE: Bureau of Labor Statistics, Federal Reserve Board, NADA Industry Analy- 
sis Department 


creases in income. Median family 
income increased 53 percent from 
1976 to the end of 1981, and spend- 
able average weekly earnings in- 
creased 51 percent. 

The table above shows how con- 
sumers have been able to keep 
their average monthly payments 
as a percentage of income fairly 
constant even though new-car 
selling prices have risen faster 
than incomes. First, the average 
loan duration has increased 6.5 
months, from 38.8 months in 1976 
to 45.3 months at the end of 1981. 
(If the average duration of the loan 
at the end of 1981 were the same as 
it was in 1976, the average 
monthly payment would be $306 
as opposed to $235.) Second, the 
average down payment has in- 
creased from 12 percent of the av- 
erage selling price in 1976 to over 
14 percent at the end of 1981. The 
average down payment in 1976 


was $656 compared with $1,264 at 
the end of 1981. 

By increasing the down pay- 
ment and the duration of the loan, 
new-car buyers have been able to 
keep their average monthly pay- 
ment fairly consistent with their 
level of income. The problem is 
that both the down payment and 
the loan duration may have 
reached their effective limits. In a 
volatile interest rate environ- 
ment, banks and finance com- 
panies are reluctant to negotiate 
new-car loans beyond 48 months. 

Looking ahead, new-car buyers 
may no longer be able to offset the 
higher prices, and lighten the 
monthly payment, by extending 
the duration of the loan. With in- 
terest rates at current levels, a 
large number of potential new-car 
buyers have been crowded out of 
the market by the increasing 

(Continued on page 43) 
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or questions pertaining to this column should be mailed to: Economic Outlook, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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Life 
On 


by Ron Rogers 


ook at any congressional 

directory of recent years, 

and you'll see that a clear 
majority of elected officials list 
their profession as “lawyer.” Very 
few senators or congressmen are 
drawn from the _ ranks of 
businessmen. There are only three 
men in Congress, in fact, who have 
any first-hand knowledge of the 
retail automobile business, and 
each is in the House: William 
Lehman (D-FL), Gene Taylor (R- 
MO) and Wendell Bailey, also a 
Republican from Missouri. 

Though Congressman Gene 
Taylor sold his Ford dealership 
(200 new cars a year) in 1980, he 
still views the auto industry and 
its affairs with the eye of a dealer. 

Taylor is a long-time conserva- 
tive in a traditionally conserva- 
tive area. For years, his district 
was the only one in Missouri ever 
to send a Republican to Congress. 
The district is heavily rural, but it 
also includes burgeoning cities 
such as Springfield—the third 
largest in the state—and Joplin. 
Once a backwater, the “Ozarks” is 
now one of the fastest-growing re- 
gions in the country. 

With a population of just 1,100, 
Gene Taylor’s hometown of Sar- 
coxie is anything but a broad 
power base. Nonetheless, Taylor is 
a 5-term congressman and a mem- 
ber of the Rules Committee—ar- 
guably the most powerful commit- 
tee in the House. Virtually every 
piece of legislation that reaches 
the House floor has to be cleared 
by Taylor and his colleagues. 


The 


Gil 


Wan 


qcnncgessasae 
~ 


~ ip if Hl » Byatt: 
=i. ‘ot i 


’ 
* 


7 -SUTeTE t 
Melis Beatie 


hen ae. ee 
+ “ a 
og ee a 


‘. 


Gene Taylor’s reputation in the House is 
that of a solid and serious legislator. 


The congressman has traveled a 
rather unique road to get where he 
is today. Born in 1928, Taylor 
graduated from Southwest Mis- 
souri State College in the late ’40s, 

and became a teacher in the state’s 
public school system. It wasn’t 
long, however, before he decided 
he wanted to find another way to 
make a living. In the early ’50s, 
Taylor took a job selling Chev- 
rolets. 

The automobile business stimu- 
lated Taylor, and by 1958, he had 
the money and savvy he needed to 
buy a dealership—a Ford franch- 
ise. He threw himself into the ven- 
ture, but by 1958, something 
else—the lure of politics—was also 
becoming a more significant part 
of his life. 

At first, Taylor’s political activ- 
ity was rather tame: in ’54, he 
began the first of his six years as 
the mayor of Sarcoxie. In 1956, 
Taylor became a member of the 


As a member of the powerful Rules Committee, Taylor, along with his colleagues, reviews all bills before they reach the House floor. 


local Republican committee, and 
two years later was named chair- 
man of the 7th Congressional Dis- 
trict Republican Committee. Even- 
tually, he became a Republican 
National Committeeman. 

It was probably this latter posi- 
tion that, more than anything, 
launched Taylor to a congres- 
sional seat in ’72. His first elec- 
tion—the Republican primary of 
that year—was a close one, and in 
the 1974 general election, he was 
pressed again. But since then, he 
has won rather easily. 

Taylor has a reputation in the 
House as a solid and serious legis- 
lator, but he also has a country 
manner and wit about him that 
punctuate many of his political 
views. He believes very strongly, 
for instance, that Congress needs 
the balance legislators with busi- 
ness backgrounds can provide. 
Says Taylor: “A businessman say- 
ing he doesn’t like politics is like a 
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drowning man claiming he’s not 
interested in water. They’re both 
in trouble, and they’ve both got to 
deal with the reality of the situa- 
tion.” 

Taylor is adamant about what 
he sees as government’s intrusion 
into the affairs of business. “What 
the government has been doing,” 
he says, “is akin to putting a 500- 
pound sack of sand on the back of 
some poor guy and then saying, 
‘Go swim.’ The best thing legis- 
lators and regulators can do now is 
let business alone. The standards, 
after all, have accomplished very 
little. I don’t think we even need 
emission standards.” 

Taylor also is against forcing air 
bags on the public. “We’ve kept on 
mandating more and more 
things,” he says, “and costs have 
just gone up and up. Consumers 
have had far more protection than 
they can reasonably afford.” 

Taylor has been recognized by 


the National Taxpayer’s Union as 
one of the 45 most frugal con- 
gressmen. He says one of the 
things wrong with government 
today is simply that there is too 
much of it. “There are so many 
laws,” he says with obvious frus- 
tration. “The 435 congressmen 
can’t possibly write them all. A lot 
of the laws on the books today have 
been written by staffers. Some- 
times the (elected officials) have 
such a hard time keeping up with 
these different bills, they barely 
know what’s in them. And unfor- 
tunately, some of these staffers, 
many of them fresh out of school, 
figure that with their brains and 
the taxpayers’ money, they can do 
anything.” The Missouri Con- 
gressman acknowledges the sin- 
cerity behind most legislation 
today, but he insists the impact on 
the public too often isn’t consid- 
ered fully. 

Taylor enjoys being one of the 16 
congressmen on the Rules Com- 
mittee (only five of whom are Re- 
publicans) because it gives him 
the chance to examine all of the 
bills circulating in the House. 
Once a bill is approved by one of 
the House’s standing committees, 
it goes to the Rules Committee for 
review. The Rules Committee 
then decides whether the bill 
should go to the floor, and how it 
will be handled once it gets there. 
The committee determines the 
length of debate, the rules of de- 
bate and whether the open rule 
(amendments allowed) or the 
closed rule will apply. 

Taylor was elected by his fellow 


House Republicans to replace ex- 
congressman John Anderson on 
the Rules Committee, and he con- 
siders the appointment an honor. 
He says he feels established in the 
House, with legitimate friends on 
both sides of the political fence, 
and despite the pressure a con- 
gressman has to undergo every 
other year to get reelected, he does 
not desire a place in the Senate. 

Taylor likes his district and its 
people. He considers their inde- 
pendent philosophy his own, and 
he feels he and his constituents are 
in concert thus far with the poli- 
cies of President Reagan. 

In a legislature where many 
members seem to think they rep- 
resent Capitol Hill and not the dis- 
trict that sent them there, Taylor 
is something of a homebody. In 
nine years in Washington, he has 
spent all but three weekends in 
Sarcoxie, where his wife main- 
tains their home. He likes to think 
he is “pretty strong” on con- 
stituent service. “After all,” he 
says, “the reason I was elected was 
to serve the people I represent.” 

This former member of the Mis- 
souri Automobile Dealers Associa- 
tion says today’s high floorplan- 
ning rates make him worry about 
the future of the franchise system. 
“All I can tell you,” he says with a 
shake of his head, “is the rate was 
4 percent when I started in the 
auto business. We'll never get 
down to that level again, but I 
guess we'll be able to live with 11 
or 12 percent.” With that com- 
ment, the Congressman rushed off 
for a vote, a committee meeting 


Wendell Bailey’s workday includes count- 
less meetings with staffers and phone calls 
from constituents. 


————— 


and another vote shortly thereaf- 
ter. Why does he do it? “It’s like the 
automobile business,” the 54- 
year-old legislator replied. “Once 
you get involved, it becomes a part 
of you.” 


Wendell Bailey 


A day in the life of freshman 
Congressman Wendell Bailey 
prompts the question: With such a 
vast array of responsibilities, how 
do congressmen get anything 
done? 

The workday of Bailey and his 
colleagues is broken up into in- 
credibly small pieces. A long- 
needed consultation with an aide 
over the details of a forthcoming 
bill might be interrupted at any 
moment by ringing bells and 
flashing lights, indicating there 
are only a few minutes left to cast a 
floor vote on a pending issue. 
Throughout the day, there are 
long-distance calls from  con- 
stituents needing help or advice, 
and unexpected visits from lob- 
byists and voters from back home. 

On the day we met Bailey, he 
started the morning by attending 
a 9 o’clock Republican Conference 
meeting, during which he listened 
to Secretary of State Alexander 
Haig pitch for foreign assistance 
legislation. At 9:30, Bailey rushed 
over to a session of the Govern- 
ment Operations Committee and 
listened to subcommittee re- 
ports—seven were scheduled in 
all—on subjects such as staffing 
standards and defense contracts. 
Then, he moved over to a subcom- 
mittee hearing—also scheduled to 
begin at 9:30—addressing the 
Federal Employees Compensation 
Act. 

Bailey attended a Republican 
Policy Committee meeting later in 
the day and then another subcom- 

(Continued on page 45) 


Dealer must prove 
manufacturer status to 
recover under DDICA 


Odometer rollback 
investigation in North 
Carolina 


Supply cuts may have been 
illegally motivated 


A Chrysler dealer in Florida, seeking damages from Chrysler Credit 
Corporation for violation of the Dealer’s Day In Court Act (DDICA), must 
prove to the U.S. District Court that Chrysler Credit was an “automobile 
manufacturer” at the time of the alleged threats to the dealer. 

The DDICA defines an automobile manufacturer as any person “which 
acts for and under the control of such manufacturer.” Chrysler Credit has 
moved for summary judgment on the grounds that it is not an automobile 
manufacturer and was not a party to the franchise agreement between 
the dealership and Chrysler Corporation. 

The District Court judge agreed with Chrysler Credit that it does not 
qualify as a manufacturer as defined by the Act, but ruled that the dealer 
will be given the opportunity to prove that Chrysler Credit was under 
Chrysler Corporation’s control at the time of the dealer’s complaint. 
(Palm Springs Dodge, Inc. v. Chrysler Credit Corp., No. 79-2503-CIV- 
EPS, SD Fila., 3/23/82) 


A major investigation of auto dealers in North Carolina is being 
conducted by the state’s Department of Justice to uncover evidence of 
odometer tampering on used cars. 

The investigation was initiated when complaints were filed against 
four automobile dealerships alleging such deceptive practices as 
odometer rollbacks and the sale of the rolled back cars at higher prices. 

The state’s Bureau of Investigation and Division of Motor Vehicles 
have already found evidence that could convict approximately 40 dealers. 
If convicted, the dealers could face fines of $5,000 for each violation. In 
addition to civil penalties, injunctive relief for consumers is being sought, 
in which case an order could be issued to revoke the dealer’s license to do 
business. If allowed to stay in business, the dealer may be required to 
agree in advance that future violations would result in permanent 
license revocation plus $5,000 for each violation. 


A distributor of rustproofing compounds will be able to proceed with a 
case against its former manufacturer and a competing distributor for 
alleged violations of the Sherman Antitrust Act. The U.S. Court of 
Appeals for the Eighth Circuit has reversed a lower court’s finding in 
favor of the manufacturer, the Lubrizol Corporation, in a case brought by 
Bayview Supply of Missouri. 

Finding evidence of illegality, the appeals court has called for a jury 
trial to determine whether termination of Jeffrey and Karen Battle’s 
Bayview Supply was motivated by an anti-competitive scheme between 
the manufacturer and competing distributor. 

The appeals court noted that if a conspiracy to terminate the 
competitor is found, and if the termination was motivated by a desire to 
eliminate price competition, then violation of the antitrust laws will be 
established. (15 U.S.C., 1 et seq. Battle v. Lubrizol Corp., 673 F. 2d 984, 
8th Cir. 1982) 


This column is prepared by the Legal Group of the National A utomobile Dealers Association. Because this column is national in scope, the discussion of cases and 
legal problems is necessarily limited and general. When specific legal questions arise, you should consult a competent attorney in your state. For further informa- 
tion or questions concerning the items appearing in this column, write: Legal Briefs, NADA Legal Group, 8400 Westpark Dr., McLean, VA 22102. 
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The complete line of maintenance- 
free Freedom Batteries. They come 
in a variety of sizes and performances 
to match the needs of almost every 
vehicle you equip—from the mighty 
diesels to the new four-cylinder gas 
savers. And they all have the big 
advantages of FREEDOM. Wrought 
lead-calcium grids that virtually 
eliminate gassing and water loss. You 
don't have to add water, ever. A truly 
maintenance-free design with sealed 
tops to prevent internal damage and 
contamination. 


The Delco Freedom II Battery. 
Our toughest, most efficient auto- 
motive battery ever. And it comes with 
either side terminals or top posts in a 
variety of group sizes to fit almost every 
kind of car or light to medium truck. 
The Delco Heavy-Duty 1200. 
Highly successful in line-haul service. 
An all-round workhorse for trucks and 
buses in high-mileage service. 


The Delco High-Power 1110. 

For those big diesels that need extra 
cranking power, especially in cold- 
weather operation. 


The leader under the hood. 


The Delco High-Cycle models. Bic 
reserves of standby power for special 
needs. Like extended idling, refrigera- 
tion, power tailgates and ramps. Also 
great for RVs, emergency vehicles, ca 
haulers and off-highway applications. 

Maintenance-free Freedom Bat- 
teries. For the freedom and power to 
roll on the open roads. 

Delco Remy, Division of General 
Motors Corporation, Anderson, 
Indiana 46011. 
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Deceptive practices charges 
dropped against dealer 


GM transmission case denied 
Supreme Court review 


class action in Alabama law- 


Court denies certification of 
| suit 


Extended warranty programs 
once again sold in New Hamp- 
shire 


A Texas dealer has been relieved of deceptive practice charges placed 
against him when a state appellate court ruled he had no obligation to 
disclose facts that he did not know. 

The purchaser of a 1974 used Chrysler—one-year-old at the time of 
purchase—filed a complaint against the dealer when he discovered the 
car had been leased, in an accident and repaired. The jury awarded the 
consumer damages plus attorney’s fees. When appealed to the Texas 
Supreme Court, the decision was reversed. The court ruled that there 
was no evidence that the dealer knew the car had been wrecked. y 

Even though the dealer failed to disclose that the car had been leased, | 
no damages could be collected because there was no evidence of damage 
due to the lease alone. The consumer claimed misrepresentations were _ 
made, but the court found that deceptive practice cannot be committed if 
there is a failure to disclose a fact of which there is no knowledge. 

The appellate court judge stated that the trial court should have 
submitted the misrepresentation issues to the jury rather than just the 
issue of failure to disclose facts. (Robinson v. Preston Chrysler-Plymouth, 

Inc., No. C-776, Tex. Sup. Ct., 4/14/82) 


The U.S. Supreme Court has upheld General Motor’s claim that it was 
not deceptive in its sales literature and advertising concerning 
transmissions. 
Class action plaintiffs in this case filed for review alleging that GM 
had violated “written warranty” requirements of the Magnuson-Moss 
Warranty-FTC Improvement Act by representing in sales literature and 
advertising that certain 1976 through 1979 GM vehicles were equipped 
with THM (turbohydromatic) 350 transmissions, when in fact they had 
been equipped with THM 200 transmissions. | 
The U.S. Court of Appeals for the Seventh Circuit had previously ruled 
that the manufacturer’s auto sales literature and consumer advertising 
did not constitute a “written warranty” as defined by the Act. By denying 
review, the Supreme Court has upheld this decision (Skeleton v. General 
Motors, 660 F. 2d 311 17th Cir. 1981 No. 81-1707) 


Purchasers of 1979 and 1980 Toyotas equipped with protective 
packages have been denied certification of their class action suit against 
the Southeast Toyota Distributors (SET), by the U.S. District Court, 
Northern District of Alabama 

The year-old suit charged that SET and Toyota dealers located in 
Alabama conspired to raise the prices. The court observed that what 
appeared to be a tying claim was turned into a price-fixing claim 
alleging conspiracy on the retail level among dealers. 

The plaintiffs proposed that each purchaser be treated as injured in an 
amount equal to a fixed percentage of the dealer’s cost for the protective 
package. The court found that this approach would not cover all 
plaintiffs, pointing out that those who purchased cars at the full sticker 
price would recover no more than those who negotiated a lower price. 


(Moore v. Southeast Toyota Distributors, No. CV 81-P-0491-S, ND Ala., 
2/4/82) 


New Ham 
allows automakers to once again sell extended w 


? 


NS sion which brought the programs under 
its own jurisdiction. 


Aided by the New Hampshire Automobile Dealers Association’s 
lobbying efforts, an emergency bill was passed in both houses of the 
legislature requiring all extended warranty programs to be filed with the 
consumer division of the state attorney general’s office. A dealer 
sponsoring an “in-house” extended warranty program must also post a 
$50,000 performance bond with the state Attorney General. The new law 
essentially characterizes extended warranty programs in such a way = 


prohibits the Insurance Commission’s regulation. 


t . 
Lis ‘ Several years of slug- 
ium cans Jaguar Rover 
Ph (JRT), the North 
marketing arm of 
back ae ars Ltd., has roared 
: or a fury. Through May 
neh Sales of the British- 
Cent hj uty Cars were 121 per- 
Perio = er than for the same 
Units 2 1981—3,569 vs. 1,614 
Months uring the first five 
fang pi 1982, in fact, Ameri- 
In al] usht more Jaguars than 

of 1980, 


Directing Jaguar's market- 
ing effort here in the states 1s 
Graham Whitehead, president 
of JRT. Born in Kidderminster, 
England, Whitehead has been 
the head of British Leyland’s 
North American operations 
since 1968. . 

Whitehead has witnessed a 
lot of changes during his ten- 
ure, the biggest of which took 
place in 1980-81, when Jag- 
uar’s parent company, now 
called. BL Ltd., discontinued 


Triumph TR7, TR8 and Rover 
production for the American 
market. The names Rover and 
Triumph remain on the com- 
pany’s letterheads, but no- 
where else. JRT now concen- 
trates solely on two models, 
both Jaguars: the XJ6 sedan 
and the XJ-S sports car. 

ZE talked with Whitehead 
about the changing complexion 
of the Jaguar organization in a 
recent interview at JRT head- 
quarters in Leonia, Nd. 


FE: How do you feel about the 
way sales are jumping this year? 

Whitehead: It is very exciting 
indeed. We’ve come a long way 
quite quickly. In 1981, sales were 
55 percent higher than 1980. This 
year we've had another significant 
increase. I think we’re well on 
track to double last year’s sales of 
4,695 and set a record in the pro- 
cess. 

This growth is a reflection of a 
number of things. We’re getting 
greater continuity of supply anda 
wider range of attractive colors 
now, which has made quite an im- 
pact. The improved quality of our 
cars has also resulted in increased 
acceptability among buyers. So 
I’m confident that the rest of this 
year is going to remain strong. 

7E: What is the long-term out- 
look for Jaguar in this country? 
How many cars do you expect to 
sell annually by 1985? 

Whitehead: This year, I think 
we'll sell about 9,000. I don’t see 
any reason why that shouldn’t be 
followed by a year when we'll sell 
12,000. As we add more models, we 
think we’ll be able to sell 25,000 
Jaguars per year in the United 
States toward the end of the ’80s. 

AE: What makes you optimistic 
about the luxury end of the market 
here? Is it recession-proof? 

Whitehead: I don’t think any- 
thing is recession-proof, but I 
think this end of the market is less 
subject to economic woes. The 
population shift has also made a 
difference. There are more people 
with the income levels necessary 
to buy these cars. The luxury mar- 
ket is expanding. This year it will 
be in the 350,000 to 400,000 car 
range, and Id like to think that we 
can secure a modest 2 percent of 
that. 

: Is Jaguar one of the brightest 
lights back at BL Ltd. these days? 
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Whitehead: Yes, it’s been a 
classic turnaround situation. The 
results are really quite outstand- 
ing and show what can be done 
under the right leadership and a 
good business climate. Jaguar is 
certainly making a major contri- 
bution to BL right now. 

7E: Is BL likely to break even 
this year? 

Whitehead: I think BL is fore- 
casting to break even by the end of 
’83. The parent company improved 
its sales and share of the British 
market last year, halting a 7-year 
decline. Production of BL cars was 
also up about 9 percent in 1981. A 
big contribution is coming right 
now from BL’s Land Rover Group. 
So I think we’ve turned the corner. 

: Is the transition of Jaguar 
Rover Triumph from a multi-line 
distributor to a single-line dis- 
tributor complete? 

Whitehead: I think that the 
process is now complete. Of course, 
we've gone through a number of 
serious changes in the discontin- 
uance of Triumphs and Rovers and 
MGs for the U.S. market, but the 
transition is behind us now. 

7E: How many dealers were af- 
fected by the change? 

Whitehead: In the last year, we 
have dropped about 15 percent of 
our dealer body. We’re now down 
to about 216 Jaguar-only dealers. 
At our height, when we were offer- 
ing Jaguars, Rovers, Triumphs 
and MGs, we had about 1,100 deal- 
ers in the U.S. 

ZE: Did very many dealers renew 


service agreements with JRT? 

Whitehead: Quite a few have 
renewed. There are 318 total JRT 
dealers in the U.S., which includes 
those who do not have a Jaguar 
franchise but are continuing to 
provide parts and service for the 
discontinued sports cars. 

#E: Will Jaguar representatives 
out in the field continue to contact 
these affiliated dealers? 

Whitehead: These dealers will 
continue to have contact with JRT. 
We have an obligation to ensure 
that owners of our sports cars have 
access to service and parts, and we 
will continue to monitor that. 

#E: Why did Rovers, Triumphs 
and MGs fail in the U.S. market? 
Were mistakes made? 

Whitehead: I don’t think any 
mistakes were made; I think we 
were forced to face the economic 
realities of today’s competitive 
world. There is no question that 
the MG and Triumph sportscar 
lines were in many instances no 
longer competitive, and certainly 
unprofitable to the corporation. 
Triumph was experiencing heavy 
losses worldwide, and the Rover 
never achieved the volume neces- 
sary to be profitable in its highly 
competitive market segment. So 
when it became a question of sur- 
vival, these cars had to be with- 
drawn from the market. We made 
a conscious decision to concentrate 
on those models—specifically 
Jaguars—that can be profitable in 
this market. 

7E: Can you talk a bit about 
what John Egan, chairman and 
chief executive of Jaguar Cars, has 
done to improve operations, and 
the effects his changes will have 
on your marketing effort here? 

Whitehead: We're very excited 
with what has happened. In just 
two short years, John Egan has 
made a number of significant 


- 


changes: he’s improved the quality 
of the product, the continuity of 
supply and the productivity of the 
assembly plants. Jaguar is a vast- 
ly more efficient operation than it 
ever was before. We’re producing 
record volumes with 40 percent 
fewer workers. The labor at the 
Coventry plant is well motivated, 
and there is a higher degree of 
labor peace than we’ve ever seen. 

:: Has Mr. Egan also instituted 
quality circles? 

Whitehead: Quite right. Qual- 
ity control has become a key con- 
cern of employees at all levels of 
the company, from the shop floor 
to the board room. 

I think there are more quality 
circles in the Jaguar organization 
then anywhere else in the United 
Kingdom. These groups are stead- 
ily improving our products. And 
just as important, we're getting 
the cars on a regular basis now. 
That means we can provide sup- 
port with regular advertising and 
merchandising efforts. All of that 
involvement at the various admin- 
istrative levels and on the shop 
floor is making a major contri- 
bution. 

ZE: Has he also tightened up on 
the quality of components from 
outside suppliers? 

Whitehead: Yes. John doesn’t 
hesitate to send back a load of com- 
ponents if they’re below stan- 
dards, and he’s really put our 
suppliers, feet to the fire. War- 
ranty costs are being charged back 
to the suppliers, and those that 
don’t measure up are being told 
that they will lose our business if 
they don’t improve. We are seeing 
a high-quality product that possi- 
bly we didn’t in years gone by. 

: Is progress also being made 
in the area of production techni- 
ques? 

Whitehead: Rapid strides are 


being made, especially in the Land 
Rover Group. I know Jaguar is 
taking a keen interest in this as 
well. I would suspect that under 
the new product development pro- 
gram robotics will play an ever-in- 
creasing role throughout the or- 
ganization. 

AE: Are these changes long over- 
due? 

Whitehead: Yes, I believe so. 
There is a new climate in Britain 
today in the area of labor rela- 
tions, and it’s a climate in which 
there is closer cooperation and 
communication between labor and 
management. It’s been a very diffi- 
cult time in recent years for Bri- 
tain, but I think that the auto in- 
dustry is coming out of it much 
more efficient. I know we are, al- 
though it’s been very painful. 
Sometimes, though, it’s necessary 
to go through these stages in order 
to survive. 

AE: What are Jaguar’s new prod- 
uct plans for the coming years? 

Whitehead: First, we’re going 
into a diesel Jaguar, which is an 
exciting prospect for us. Before it 
reaches the marketplace, though, 
we have to ensure that it has the 
Jaguar characteristics of perfor- 
mance and magnificent road han- 
dling. 

AE: When is that going to come 
on line? 

Whitehead: I think we’re look- 
ing at next year, asan option on an 
’84 model. The diesel is not going 
to play a vital part in the Jaguar 
expansion, but I think dealers 


need it to be a little more competi- 
tive with other manufacturers. 
We're looking for a fairly small 
percentage of our business to be in 
diesel—about 1,000 to 2,000 units. 
It will be, as one might expect, tur- 
bocharged. 

AE: Is the 12-cylinder engine in 
the XJ-S going to be phased out? 

Whitehead: That’s under con- 
stant review. We’re having out- 
standing success with the 12-cy- 
linder in the XJ-S right now, and 
we clearly don’t want to do any- 
thing that might upset that. So 
we're not planning right now to 
take it out. 

#E: Is a 6-cylinder sports version 
of that car being developed? 

Whitehead: A fuel-efficient, 6- 
cylinder engine is under develop- 
ment and we expect to see it fairly 
soon. 

AE: It might be offered as an al- 
ternative to the 12-cylinder in the 
XJ-S? 

Whitehead: It’s possible. The 
important thing for us at this 
stage is to be reasonably flexible— 
to be able to respond to changing 
market conditions. Whether it’s 
diesels one day or 12-cylinders or 
6-cylinders in the next. We want to 
be in a position to meet the de- 
mands of the market. We’ll use the 
6-cylinder where we think it will 
do the most good. 

4E: Can you talk a bit about the 
development of the XJ-40? 

Whitehead: The XJ-40 is really 
some way off. And very little has 

(Continued on page 48) 
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The History Of 


The Used Car Rule 


he history of NADA’s efforts to thwart the 
FTC’s Used Car Rule is well worth review- 
ing. It isa fine example of how dealer support 
combined with legislative know-how helped us pre- 
serve our fair treatment in the marketplace, a right 
we have lawfully enjoyed for so long. 

On August 14, 1981, the Federal Trade Commis- 
sion forwarded its Used Car Rule to Congress. NADA 
immediately expressed concern that the rule was un- 
wise and unworkable, and would create a distinct 
competitive disadvantage to dealers in the used-car 
market. 

Soon after, Rep. Gary Lee (R-NY) and Sen. Larry 
Pressler (R-SD) introduced resolutions to veto the 
rule. After hearings before both the House and Sen- 
ate, Sen. Robert Packwood (R-OR) embarked on a 
strategy of delay in his effort to defeat the veto. While 
we were successful in getting the veto resolution re- 
ported from both the House and Senate Commerce 
Committees, Packwood used a parliamentary man- 
euver to deny the Senate an opportunity to vote on 
the issue, and the first session of the 97th Congress 
closed without a vote. 

This meant that the FTC had to make a decision on 
whether to resubmit the same rule in the second ses- 
sion or make changes in the rule based on the con- 
cerns expressed by Congress. 

The FTC decided to issue the same rule on January 
28, 1982, when the 90-day veto period began running 
once again. After further delays by Packwood in the 
Senate and Rep. James Florio (D-NJ) in the House, 
we succeeded in getting the full Senate Commerce 
Committee to report out the bill on March 19, 1982. 
The vote was 11 to 5. On the House side, Florio agreed 
to report the resolution from his subcommittee on 
April 21. He was supported by a vote of 6 to 4. 

At this point, Packwood began his strategy for de- 
feating the resolution. Since he didn’t have the votes 
to do so, he merely held the Committee Report. The 
Senate could not act until the report was filed. After 
approximately 30 days of negotiations with Pack- 
wood through Senators Robert Kasten (R-WI) and 
Pressler, it became clear that we had to begin prepa- 


ration to discharge the Senate Commerce Committee 
from further responsibility for the bill and move for 
immediate consideration on the floor of the Senate. 


The problem that we encountered at this point, 
however, was that the Senate was preparing to begin 
its debate on the budget. The prospects for getting the 
resolution to the Senate floor within the required 
time frame looked bleak for a while, but it was finally 
agreed that we could break into the budget debate on 
May 18 for consideration of our veto resolution. This 
date held firm and at 2 p.m. on May 18 the Senate 
overwhelmingly adopted the veto resolution by a vote 
of 69 to 27. 


At this point it was imperative to move as quickly 
as possible to get the Senate resolution to the House 
Commerce Committee and have the committee re- 
port the Senate resolution to the floor of the House. It 
was necessary for the House to pass the Senate resol- 
ution rather than the House resolution, because of a 
quirk in the law that went unnoticed until the veto 
proceedings got underway. The problem involved a 
tricky parliamentary matter which we could over- 
come by having the House report the Senate resolu- 
tion. At any rate, we succeeded in having the Senate 
bill reported from the House Commerce Committee 
on May 20. 


The House was now in the process of a long and de- 
tailed debate on a very controversial budget. It 
looked for a while as if we would not make it to the 
floor before the end of the 90-day period: midnight, 
May 26. But after a great effort on the part of many of 
our supporters, the House leadership agreed to tem- 
porarily suspend the debate on the budget and allow 
the resolution to be considered on the morning of May 
26. After a 2-hour debate, the House voted and the 
veto resolution was adopted by the large margin of 
286 to 133. On the 90th day we were successful in vet- 
oing the FTC’s Used Car Rule. Dealers throughout 
the nation did an outstanding job of expressing their 
concerns to their congressional delegations and ob- 
taining support for the veto resolution. Congratula- 
tions on a job well done. XE 


—— 


This column is prepared exclusively for automotive executive by the Legislative Division of the National Automobile Dealers Association. All comments or ques- 
tions pertaining to this column should be mailed to: On The Hill, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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Manville Corporation 
takes the chill out of resale value 


-with popular Tilt-Wheel! 


\, How can fleet administrators fleet buyer feel warm all over. Because acc 
\ provide some insulation 


against cool resale values? 
For Manville Corpora- 
tion one answer is Tilt- 
Wheel Steering. 
Tilt-Wheel is the 
Helps conserve low-priced option 
resale value. that adjusts 
to six different driving positions 
to fit different size drivers. 

Tilt it uo and getting in and out : 
is easier, too. For added convenience, it can even 
be adjusted while driving. __ 

But it's at resale time when Tilt-Wheel can make a 


ordin 

to Current Blue Book, Red Book and N.A.D.A. Used 
Car Guides, Tilt-Wheel returns up to $100.00, 

gy depending on make and model. 

No wonder Manville Corporation has or- 
dered Tilt-Wheel Steering on 100% of its 1980, 
1981 and 1982 GM fleet cars. 

Tilt the odds in your favor—and get in on 
the warming trend. Order Tilt-Wheel on all 
of your new GM cars. SAGINAW STEERING 
GEAR DIVISION, GENERAL MOTORS 
CORPORATION. 


by Nancy Zeldis 


“The American dream of owning 
property is slowly eroding. You see 
it in the office where you can lease 
everything from carpeting to furni- 
ture to the pictures on the walls. 
You’re going to see it with cars, too. 
Where there is no equity, just de- 
preciation, you want to pay for use 
not cost, especially since prices for 
new cars continue to be so high. 
Dealers have to educate themselves 
about leasing before they can edu- 
cate the public, though. Errors in 
Judgment got them burned in the 
past. But if they’re smarter, leasing 
will be taking off like gangbusters 
in the next decade.” 

—Mel Ott 
Vandenberg Leasing 
Holland, MI 


t Vandenberg Leasing 

in Holland, MI, the poor 

economy and high in- 
terest rates have had a dramatic 
effect on business. “People are 
buying their cars outright or ex- 
tending their leases for shorter 
periods. They’re waiting to see 
what happens when the air 
clears,” explains Mel Ott, vice- 
president and general manager of 
the Vandenberg Buick leasing 
arm. 

Still, Ott and other industry ex- 
perts prefer to remain bullish 
about the leasing market. Focus- 
ing on how to cope at present, they 
look brightly on the future as well. 

“Right now, the best we can do is 
to-try to keep our customers in 


their present cars and lower their 
monthly payments on renewals as 
an incentive. With GM offering 
12.8-percent interest on a new car 
this spring, we cannot possibly tell 
the customer that leasing is better 
than buying. Our own interest 
rate payments are higher. Still, 
things are going to normalize soon 
and then the leasing-over-buying 
argument will be viable again,” he 
concludes. 

Currently, 27 percent of all ve- 
hicles on the road, or roughly one 
out of four, are leased to corpora- 
tions and individuals. They in- 
clude doctors, lawyers, school 
teachers and truck drivers with 
good credit who feel it is more sen- 
sible to buy the use of a car than 
buy it outright. 

“T don’t think individual leasing 
will see an explosion, but the mar- 
ket will slowly but surely start to 
change as time goes on. Growth 
will be about 16 to 20 percent,” 
predicts Fran Hazelroth, man- 
ager of fleet and leasing sales at 
Chrysler. 

For the past five years, hun- 
dreds of large and small dealer- 
ships have been converting retail- 
minded individuals to lease cus- 
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tomers right on the showroom 
floor. 

What’s so great about leasing? 
There are three basic advantages 
to consumers, according to indus- 
try experts. 

1) Leasing involves no cash up 
front. For those who cannot afford 
the down payment or have a more 
pressing use for ready cash, this is 
a particular advantage. 

2) With a standard lease now 
running three years, less mainte- 
nance is required than over the 
longer 5- or 6-year term in which 
new-car owners are keeping their 
vehicles. Often, customers with an 
open-ended lease can receive dis- 
counts on parts and services from 
the lease company when their vol- 
ume of business with wholesalers 
permits. 

Many customers are offered a 
choice between an open-ended or 
close-ended lease. Close-ended 
leases include anticipated cosis for 
maintenance and insurance. In an 
open-ended lease, the lessee as- 
sumes responsibility for insurance 
and maintenance. Often the lessor 
must pay the difference between 
what the car is worth at lease end 
and what it was estimated at when 


the lease was drawn up should a 
discrepancy arise. 

3) An automobile’s obsolescence 
depends more and more on techni- 
cal advances, not just cosmetic 
ones, as in the past. It used to be 
that when a tail fin on the back ofa 
Buick went out of vogue, an owner 
would want to trade the car away 
for a “newer” model. Now, lessees 
can get a more technically ad- 
vanced car at the end of a lease 
should they choose to do so. 

There are at least four advan- 
tages to setting up a leasing de- 
partment within the dealership, 
according to NADA senior man- 
agement consultant Jule Herford. 
“For starters, leasing can beef up 
the used-car lot. Once off-contract, 
cars are a natural for the used-car 
department. Leasing is, after all, 
an interim stopover for buying and 
selling cars,” he says. 

Setting up a leasing corporation 
can save you tax dollars as well. 
Leasing companies are allowed to 
take an investment tax credit of 2 
to 6 percent on the cost of a new car 
for three years, Herford points out. 
That opportunity was recently af- 
firmed in a U.S. Tax Court case in 
California involving a Sacramen- 


to dealership (IRS v. Swift Dodge). 

Sophisticated dealers will re- 
cover the cost of the interest on a 
new car by making their lease cor- 
porations pay for the purchase, he 
adds. “Dealers should sell cars to 
their own leasing company at a 
specified amount over cost.” 

Perhaps the most important ad- 
vantage to leasing at the dealer- 
ship is that here, customers retain 
far more loyalty than in the retail 
end of the business. Statistics indi- 
cate “that only 20 to 25 percent of 
new-car customers are return 
ones. But in leasing, over 75 per- 
cent of them are,” explains Maury 
Wilkins of Hoffman-Green Leas- 
ing, Glen Burnie, MD. “That keeps 
you in control. 

“Car buyers purchase, drive off, 
and that’s it. We hear from our 
customers all the time; we know 
what they need. That’s impor- 
tant,” he adds. 

Wilkins claims that the per- 
sonal service he gives his 350 indi- 
vidual lessees is what makes them 
want to return. And he’s choosy 
about who he wants to lease to. “I 
want to go with the people who 
will care about the car and keep it 
in mint condition so I can sell it 
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later,” he says. 

Steven Leskovsky, president of 
McCullagh Leasing in Detroit, 
contends that personal service is 
the key to the success of his na- 
tional network of offices and 5,000 
corporate and individual lease 
contractors. 

McCullagh offers services that 
help keep a close check on its vehi- 
cles and maintain them in better 
condition for resale. To begin with, 
McCullagh prepares the vehicle 
for delivery and drives it to the 
customer's door. The company has 
a computerized management ser- 
vice which monitors costs for each 
vehicle in the fleet on a monthly 
basis and serves as an early warn- 
ing signal for any vehicle prob- 
lems, saving executives time and 
money. 

Because it can bea strong profit 
center, leasing is a must, accord- 
ing to industry experts. But it has 
yet to really take off for several 
interrelated reasons. According 
to Herford, the mentality of many 
consumers —that it is better to 
buy for equity’s sake— is a 
strongly ingrained myth that has 
to be dispelled. 

“Tt is a common thought among 
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the uninitiated that at the end of 
the lease the customer has nothing 
to show for his money save a stack 
of lease receipts. Actually, at the 
end of two or three years or what- 
ever the term of the lease, the cus- 
tomer doesn’t own the car because 
he hasn’t paid for all of it. He’s paid 
only for the portion used rather 
than the full price. And, he doesn’t 
have to be shackled with a half- 
spent car. He has first rights to 
purchase the car if he wants, but 
he’s more likely to lease a new 
one,” he says. 

But convincing some stubborn 
dealers of this fact isn’t easy. 
“Many dealers are just afraid of 
leasing. They’ve heard the old 
Wives’ tales about people who lost 
their shirts in it or they them- 
selves got burned. Many think 
leasing is for the ‘unique’ corpo- 
rate world.” 

Herford notes that some 50 per- 
cent of dealers are leasing on the 
West Coast and only 14 to 16 per- 
cent are doing so in the East. This 
is because the East just isn’t wis- 
ing up,” he concludes. 

Herford adds that those who 
“dabble” in leasing will have a 
hard time succeeding. 

“We did a survey not too long 
ago and 65 percent of the dealers 
told us they are in the leasing busi- 
ness, have been in it for five to 10 
years and had less than 100 units 
in their fleet. That’s not leasing; 
that’s kidding yourself.” 

For starters, Herford advises 
that dealers maintain a separate 
corporation, keep a separate set of 
books and get a sound, competent 


lease manager. Vandenberg’s Ott 
advises that dealers avoid un- 
scrupuous “floaters” to run their 
corporations, managers who go 
into a dealership and sell a dealer 
on a program. “They pump up the 
lease business tremendously over 
two years and make money for 
themselves. Then they steal away 
into the night.” According to Van- 
denberg’s Mel Ott, vehicles often 
come off lease and the inexperi- 
enced dealer finds he has overesti- 
mated the value of the car at lease 
end and undercharged the lessee. 

The advent of brokerage pro- 
grams has corrected the situation 
to some extent. Under lease brok- 
ering, the dealer finds the cus- 
tomer and the car and “sells them” 
to another dealer, bank or outside 
leasing service. The other com- 
pany pays a retail price for the car, 
rather than the fleet price and 
handles the account from that 
point on. 

There is one major drawback to 
brokering: a dealer can’t stay close 
to the customer. By handing the 
customer over to an outside com- 
pany, the dealers loses that control 
mentioned earlier. Much of the 
leasing business is based on repeat 
and referral. However, if a dealer 
is not interested in getting into 
leasing with both feet—if he’s just 
looking for some added income 
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without the added work—broker- 
ing might be the way to go. 

One of the many areas that has 
become a trap for dealers is financ- 
ing. Ott suggests that practices in 
the past such as 40-month financ- 
ing are now proving to have been 
unwise. In particular, he em- 
phasizes that many lease mana- 
gers improperly price the lease 
contract. “The errors in judgment 
on residual values have caused 
more dealers to leave the business 
than anything else.” 

R. L. Blossom, vice-president 
and general manager of Baldwin 
United Leasing in Detroit, was so 
concerned about this issue that he 
recently issued a press release to 
warn of the problem. 

“Too many auto leases are being 
made with residual estimates that 
are too high. This may cause the 
industry to receive a black eye,” he 
cautions. 

High residuals reduce _ the 
monthly payment, but over the 
long haul open-ended lessees suf- 
fer when the contract ends because 
they will be required to pay the dif- 
ference to the dealer between what 
the car was assessed at and what it 
is actually worth. You can be sure 
those customers won’t be back. 

Dealer must always make sure 
there is enough income in the 

(Continued on page 42) 
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Britain Enters the Market 


re the British really coming or are they sim- 

ply reconnoitering? So far, two auctions 

have been purchased by the British Car 
Auction Group (BCAG). According to the Nashville 
Tennessean, the BCAG paid $5 million for Tom Beas- 
ley’s Nashville Auto Auction. Almost anywhere (ex- 
cept maybe in Washington, DC), $5 million is still a 
lot of money. We tried to get in touch with Michael 
Richardson, executive vice-president of the Anglo 
American Auto Auctions Holding Company, but he 
was out of town when we called. 

The other auction that was purchased by the 
British was Bob Gentle’s Metro Auto Auction in 
Kansas City (this certainly puts an end to the Man- 
heim rumors). It is not publicly known, at least at this 
time, how much was paid for Metro, but common 
sense would say it was more than that paid for the 
Nashville Auto Auction. We have heard rumors, but 
it hardly seems fitting to print something you may 
have to eat later. 

It seems the British have thoughts of further ex- 
pansion, and we have heard they have been negotiat- 
ing for other auctions. Do the British see something 
we do not? As we understand it, the British Auctions 
are not limited to once-a-week sales. This concept 
may be introduced here. 

There is no doubt that their presence changes the 
environment. One hates to be trite, but there is 
another rich kid in town. We have no intention of irk- 
ing anyone, but what are the economic advantages of 
the group auction concept other than profits to the 
parent company? We can think of no economies of 
scale involved in purchasing, and there is, we as- 
sume, no inventory to switch back and forth. And, 
with rare exception, the typical branch of anything is 
seldom operated as effectively as an independently 
owned and operated business. 

But so be it. If I am lucky, I may live long enough to 
observe the first real change in the way we do busi- 
ness since the introduction of letters of credit (or 
paper money) and double-entry bookkeeping. We 
may be on the verge of genuine, international owner- 
ship of business at the grassroots level. 

I was given the courtesy of being invited as a guest 
to the Eastern Auto Auction Association Convention 
in Atlantic City, NJ. One thing I want to emphasize: 
Al Balis and Ruth Hart simply did outstanding jobs 
in preparing for this. I was impressed (as I always 


am) by the low-key guy (Al is low key) who does the 
job. The fact that I did not have a room at the conven- 
tion hotel was my own fault. You just can’t walk in on 
Friday afternoon and say “book me”—except maybe 
in the slammer. 


Just before press time, I called a few friends, and 
they indicated business was just a bit down from pre- 
vious sales. Prices had softened, and buyers were 
more discriminating. It could be that the quality of 
the cars is deteriorating. One owner reported he had 
done very well with a Hertz sale. He sold all Hertz 
gave him, and all but five went at prices above the 
desired level. He also reported a good Ford sale. Tell 
me, in recent months, has anyone had a bad factory 
sale? I do not know how important factory sales are to 
the auctions, but it would appear they have helped 
many. 


Speaking of factory sales: Denny Kuhn, at this 
time (May 28), is not doing very well. I am reluctant 
to make known his phone number, which is not listed, 
but if anyone wants it, you can call me. His address is 
6433 Calle Del Norte, Anaheim, CA 92807. Denny is 
not only my friend, but he is a true friend to the used- 
car industry. 


I think I am fairly accurate when I say that, at least 
until recently, factory people looked down their noses 
at used-car people. Denny never did that. He lifted 
the industry up a bit and may have taught his 
superiors at Lincoln-Mercury that used cars, too, can 
be intelligently merchandised. Speaking of friends of 
the industry: Vic Snyder is back working a few hours 
a day and living, as he says, one day at a time. 


A Southern operator admitted to us that his busi- 
ness was down—not dangerously so, but unquestion- 
ably down. He has done a few things which may or 
may not be commonplace; I don’t know. For openers, 
he simply deleted from his customer list all those 
with a history of poor pay. This took a little diplo- 
macy, I daresay. Then, he posted notices explaining 
the auction penalty for a back check—a service fee of 
$50. His purpose is to deter the bad-check writers. 
You know the kind: they are eventually good for the 
debt, but they want to ride on your money for a few 
days or weeks. The new system is working very well. 

Finally, let’s hope Detroit sells some new cars. The 


used-car supply—the “good stuff’—is getting a little 
skinny. -E 
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Auction Block is prepared exclusively for automotive executive by James “Harry” Lawrence, editor of the NADA Official Used Car Guide. All comments or ques- 
tions pertaining to this column should be mailed to: Auction Block, automotive executive Magazine, 8400 Westpark Dr., McLean, VA 22102. 
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BRASHER’S AUTO AUCTIONS 
Three full-service auto auctions. . . 
complete reconditioning & com- 
pany-owned transports. We wel- 
come dealer, fleet and lease busi- 
ness. Member NAAA and NAFA. 

Salt Lake. Sale every Wednes- 
day at 11:00 a.m. 460 Orange St. or 
P.O. Box 16025, Salt Lake City, UT 
84104. Telephone: (801) 973-8715. 

Sacramento. Sale every Tues- 
day at 11:00 a.m. 4300 West Capi- 
tol Ave., P.O. Box 405, West Sacra- 
mento, CA 95691. Telephone: 
(916) 371-4300. 

Southern California. Sale every 
Thursday at 11:00 a.m. 10700 Beech 
Ave., P.O. Box 870, Fontana, CA 
92335. Telephone: (714) 822-2261. 


Concord Auto Auction 
Hosmer St. off Rt. 2, Acton, MA 01720 
(617) 263-8300 


Friday is Concord 


Over 1,000 cars on Friday 
Guaranteed Checks and Titles 
Limo Service to and from Airport 


YOUR STRONGEST COMPETITOR ATTENDS! 


FLINT AUTO AUCTION, ING. 
WEDNESDAY 10:57 A.M. 
4 LANES 


3711 WESTERN RD. FLINT. MiIGHIGAN 48506 
PHONE (313) 736-2700 


GRAND RAPIDS AUTO 
AUCTION, INC. 
2380 Port Sheldon Rd. 

Jenison, MI 49428 
Tel: 616-669-1050 
Bart Knapp 
V.P. Fleet and Lease 
Member NAAA, Tuesday Noon 


AMARILLO AUTO AUCTION 
Fleet and Lease Specialists for 34 
years. Selling for most major co’s. 
Call or write Friday Phillips or Dale 
Napier. Telephone: (806) 372- 
2206. 3208 E. 10th Ave., Amarillo, 
TX 79104. 


SOUTHERN 


AUTO AUCTION 


RT. 5, WAREHOUSE PT., CT. 
There's an Auction Every 
Wednesday at Southern 
Larry Tribble & Bob August 

203-623-2617 


COMMONWEALTH AUTO AUCTION 
Metro Philadelphia’s Finest! Sale 
every Thursday, 10:30 a.m. Full 
Recon Center and pick-up/delivery 
are part of our complete service for 
fleet/lease operators. Call Ken 
Kimball, (215) 328-7100, for details. 


Get Results 
Automotive Executive Auction Classified reaches the RIGHT people. 


Classified Listings 
6 Times 12 Times 
5 lines or under $20 $15 
Each additional line $2 $2 


Display 
1Time 6Times 
Per column 
inch $50 


12 Times 


$48 $44 


CALL TODAY 
Judy Solomon, National Advertising Manager 
(703) 821-7160 


What 
business does 
a handsome dog 
anes me have 


My name’s Modeuty’ and it’s 
my business to help prevent 
crime. I think it should be your 
business, too—to teach your 
employees how to protect them- 
selves. Just send for my busi- 
ness kit—it'll help you develop 
a program that teaches your 
employees how to make their 
homes burglar-proof, make their 
neighborhoods safer, even how 
not to get mugged. 

And, while you're at it, get in 
touch with the cops—they can 
help you out. So now you're prob- 
ably wondering (like a top cat 
businessman should ), what’s in 
it for you. That’s easy. When your 
company works harder for your 
people, your people work harder 

for your company. 

So take the time, and... 


TAKE A BITE OUT OF 


GRIME 


Write to McGruff, Crime Prevention Coalition, 
20 Banta Place, Hackensack, NJ 07601 for 
lots of information on Crime Prevention. 


A message from the Crime Prevention sCounctt FR 
3 


this publication and The Ad Council. 
©1980 The Advertising Council, Inc. 
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by Gary James 


66 here are a lot of 
quality people in 
the market for a job 


right now,” says Larry Geweke, 
vice-president of Geweke Ford, 
Lodi, CA. “If you know what you 
are looking for, you can really pick 
the cream of the crop.” 

Hiring good employees has 
never been easy. Qualified pros- 
pects are often hard to find, and 
the interview process itself can be 
laborious and risky. The candidate 
you think is going to be perfect for 
the job sometimes turns out to be a 
complete loser—after you've al- 
ready invested a considerable sum 
of money in interviewing and 
training. Where are dealers find- 
ing the kind of personnel that can 
keep their businesses in the black? 
There is no magic recipe, but there 
are some approaches successful 
dealers share in common. 

One key, say dealers, is to tailor 
the search to the type of position 
being filled. Finding a person to 
fill a sales vacancy often requires a 
different approach than replacing 
an F&I director or a service man- 
ager, because of the unique skills 
and personality traits demanded 
of each position. It is critical that 
dealers understand these differ- 
ences, and then choose the adver- 
tising media that will attract the 
best pool of candidates to meet 
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their needs. 

At Geweke Ford, employees are 
prospected for the same way a good 
salesman prospects for customers. 
“We are constantly on the lookout 
for talented people, whether we 
have an opening or not,” Geweke 
says. “Then when a job does open 
up, we already have some people 
in mind who we know are inter- 
ested.” 

Newspaper advertising, though 
he uses it, doesn’t always attract 
top-notch people, Geweke says. 
“We do run ads most of the time, 
but we also keep in touch with our 
zone reps and other people who 
handle our accounts to see if 
they’ve heard of any good people 
looking for work. A lot of applica- 
tions come through their offices.” 

With the exception of manage- 
rial positions, most dealers E 
talked with are open to hiring em- 
ployees who have absolutely no 
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automotive experience. Says 
Geweke: “I would much rather 
bring in a green pea and train that 
person in our way of doing busi- 
ness than have to deal with a vet- 
eran’s bad habits. If a person is in- 
telligent and interested enough, 
you can teach him or her any- 
thing.” 

Geweke says the main quality 
he looks for in a potential employ- 
ee, especially a new salesperson, is 
what he calls “people sense”—the 
ability to relate to and communi- 
cate with others. “I don’t care if a 
person doesn’t know a thing about 
cars; if he or she is enthusiastic 
and personable, we can teach that 
person to sell.” 

One personnel expert says deal- 
ers need to pay more attention to 
the universe of potential employ- 
ees that is available. “There has 
always been a good amount of tal- 
ent out there,” he says, “but deal- 
ers have tended to look in the 
wrong places. Too often they look 
only for people with automotive 
experience, and end up stealing a 
body from their competitor down 
the street. 

“But let’s face it: who are they 
stealing? They’re usually taking 
someone who is not successful in 
his current job, and thus they’re 
only recirculating mediocrity.” 
This isn’t true in all cases, of 
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‘AUTOMOTIVE 
EXECUTIVE Is the most informative 


trade magazine | receive. 


For me it’s top priority reading every month!” 


David Burdick,President 
Burdick Toyota, Inc. 
North Syracuse, NY 
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course, but the point is a good one: 
a dealer shouldn’t assume that a 
salesperson or other employee will 
do well for him just because he did 
well down the street. 

This observer says the changing 
composition of the work force con- 
tains some relatively untapped 
sources of talent. “More and more 
dealers are exploring some sources 
of talent, such as women and 
minorities, that they may have ig- 
nored in the past. These people 
have the same raw talent as any- 
one else, and given the chance, are 
going to work like hell.” 

One dealership where this is 
evident is Faulkner Oldsmobile in 
Philadelphia, PA. “We are hiring 
more women than ever before, 
especially in sales,” says Henry 
Faulkner Jr., president of the 
dealership. “They add a dimension 
to our sales team that we didn’t 
have in the past.” 

Faulkner has also opened his 
doors to more middle-aged em- 
ployees. ‘We just hired a new leas- 
ing salesman who is over 50 years 
old,” Faulkner says, “and he’s 
more than demonstrated that age 
is not a factor in performance.” 


Promoting From Within 


Faulkner, like many dealers, 
says the greatest source of talent 
in his dealership comes from with- 
in. One look at his staff proves the 
point. The general sales manager 
and new-car manager started as 
salesmen at Faulkner Oldsmobile, 
the parts manager started as a 
clerk and the general sales man- 
ager started as a_ get-ready 
mechanic. Faulkner tries to struc- 
ture his staff in such a way thatifa 
key employee quits, there is at 
least one person ready and able to 
fill in. Though this approach may 
not be directly applicable to smal- 
ler dealers, it at least merits a 


close look—whether you're hiring 
right now or not. 

If you don’t at least consider 
your own people first, you’re doing 
them an injustice, Faulkner says. 
“We make it clear to our people 
that there is room for advance- 
ment if they have the necessary 
skills and desire. We would rather 
promote from within if possible be- 
cause our employee is already 
familiar with how we do business. 
That means he’s going to be more 
productive earlier.” 

When there is an opening, 
Faulkner posts a notice on the bul- 
letin board and then pulls the files 


of interested employees. Faulkner 
and his managers critique each 
candidate’s record, looking for 
education or experience that 
might qualify him or her for the 
new position. Because each job in 
the dealership, no matter how 
closely related, requires specific 
skills, the dealer must have a good 
understanding of how the employ- 
ee is likely to perform before mak- 
ing any decision. 

“The worst thing you can do— 
both to yourself and your employ- 
ee—is to promote a person into a 
job he can’t handle,” Faulkner 
says. “Don’t automatically put one 
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ot your best mechanics in a white 
coat and assume he'll be a good 
service writer. If he can’t handle 
people, he’s not going to be able to 
do the job.” 

By the same token, don’t auto- 
matically rule out an employee for 
promotion purely on past perfor- 
mance. “Think about who in the 
dealership might be able to do a 
different job more productively 
than the one he’s doing now,” says 
Faulkner. “The employee who 
can’t type accurately may have 
great sales potential.” 

Current employees are also a 
good course for finding new em- 
ployees. Greg Sutliff, president of 
Sutliff Chevrolet in Harrisburg, 
PA, says he’s had a lot of success 
with the grapevine approach. He 
offers his employees $100 to $250 
(depending on the position) if they 
recommend someone who is hired 
and stays at the dealership at least 
three months. “We haven’t found 
many salespeople that way,” he 
says. “But we have brought in 
some good people to the backshop. 
I make a habit of asking our em- 
ployees, when they leave or are 
promoted, if they know someone 
who might fill the bill.” 

While Sutliff relies on tradi- 
tional classified advertising to fill 
sales positions, he uses more spe- 
cific media when he needs a new 
manager. For a recent opening for 
a truck manager, for example, 
Sutliff advertised for applicants in 
Automotive News and some truck- 
ing publications. “When we need a 
salesperson,” he says, “we are 
more interested in attitude than 
experience, and are looking to 
draw a broad range of candidates. 
When we hire a manager, we look 
for proven managerial ability.” 

Sutliff Chevrolet has also had 
some success with the word-of- 
mouth approach to hiring. When 
his used-car manager left last 


year, Greg Sutliff found the man 
for the job by talking to some ac- 
quaintances in the business com- 
munity. In this case, the recom- 
mendation came from the presi- 
dent of a local university center. 
“He said he had just the right per- 
son for me,” Sutliff says, “a 26- 
year-old fellow with an MBA anda 
CPA working for a local savings 
and loan association. He didn’t 
have any automotive-related ex- 
perience, but he had a strong back- 
ground in management, which is 
what I look for most. I’m delighted 
with the way he’s worked out.” 
Many dealers report similar 
success. Reed Draper, president of 
Draper’s Fashion Square Chey- 
rolet, Saginaw, MI, contacts area 
dealers and other business col- 
leagues whenever he has an open- 
ing for a manager to see if they 
know of a qualified candidate who 
may be looking for a new opportu- 
nity. “I would never hire from my 
competitors down the street,” he 
says, “but I have found some good 
people working 50 miles away.” 
As a member of the Board of 
Trustees of Northwood Institute, a 
dealer-training academy in 
nearby Midland, Draper also finds 
many skilled employees among 
the ranks of graduates. “I hire 
Northwood grads to work here in 
all facets of the business,” he says. 


Dealers and the EEOC 


Dealers must be careful when 
hiring to keep their search an open 
one. The Equal Employment Op- 
portunity Commission (EEOC) is 
especially suspicious of employers 
who rely on walk-in and word-of- 
mouth applicants when the work 
force is predominantly of one 
population group—such as all- 
white or all-male. 

Title VU of the Civil Rights Act 
of 1964 forbids employment dis- 


crimination on the basis of race, 
color, religion, sex or national ori- 
gin. In addition, federal statutes 
forbid discrimination on the basis 
of age and require equal pay for 
equal work. Many states have also 
enacted their own “fair employ- 
ment regulations” that often ex- 
ceed federal regulations. 

“The law tells you to base your 
hiring decisions purely on job-re- 
lated considerations,” says Steve 
Cabot, senior partner at Pechner, 
Dorfman, Wolffe, Rounick and 
Cabot, a law firm in Philadelphia, 
PA. “Deviations from that line can 
bring about lawsuits that startle 
the imagination.” 

When looking outside for an em- 
ployee, design your ads to reach 
the largest cross section of people. 
You may want to advertise 
in minority newspapers and 
magazines as well as the major 
metro papers. Radio stations, 
which often broadcast daily help- 
wanted ads at special rates, are 
also worth exploring. Make it 
clear in the wording of such ads 
that all segments of the population 
are welcome to apply. Such 
phrases as “equal opportunity em- 
ployer” are helpful. All require- 
ments that are stated must relate 
specifically to the job. 

Any time dealers advertise a 
job, they should be prepared to 
handle a large number of applica- 
tions. One of the biggest mistakes 
dealers make during the hiring 
process, says one personnel expert, 
is that they spend too much time 
looking at the wrong people. “In- 
stead of running the dealership, 
they spend all their time 
interviewing. I’ve seen dealers 
spend an hour-and-a-half talking 
to a candidate and end up never 
even considering the person.” 

The dealers should eliminate 
such unqualified candidates long 

(Continued on page 34) 
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here must be a dozen 

books on how to write 

better business letters. 
One would think that what the 
world doesn’t need is yet another 
treatise on the subject. Yet this 
book proves that fresh approaches 
can enable you to harvest valuable 
ideas from even the most over- 
worked fields. 

The fresh approach taken by the 
author is that all correspondence 
in business is designed to “sell” 
something—products, services or 
ideas. 

“Letter Perfect” is unusually well 
organized and written. The table 
ofcontents alone, serves as a short 
coui'se in improving your letters 
to customers, co-workers and 
suppliers. The book’s real value, 
however, lies in the wealth of in- 
formation it provides for people in 
sales, sales management and exec- 
utive management. For example, 
a technique for saying “no” to cus- 
tomers (always a tough thing for 
salespeople and business owners 
to do) is offered under the heading, 
“When You Say, ‘No, Make A 
Sandwich:” 

“The top layer consists of some- 
thing the reader wants to know, 
something pleasing; the middle 
layer is a fat, meaty filling of the 
reasons why you must refuse; and 
the final layer, like the first, is 
something pleasing, something 
you will do.” 

It’s an interesting concept and 
Nauheim goes on to explain it in 
considerable detail. Even more 
interesting (because they run 
counter to current popular opin- 
ion), are the author’s ideas on the 
use of underscoring, capitalization 
and exclamation points in sales 
letters. Nauheim believes we 
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“Letter Perfect—How to Write 
Business Letters That Work;” 
by Ferd Nauheim; Van Nos- 
trand Reinhold; New York, NY; 
1982; 224 pages; $18.95. 


should get rid of all such typewrit- 
ten “gymnastics,” as he calls them: 
“Some people, with an apprecia- 
tion of the need to make every letter 
exciting, make the effort by stud- 
ding their typewritten sales stories 
with lots of capitalized words, lots 
of underscoring and with dozens of 
exclamation __ points . . . Convert 
that to personal selling and you'll 
see the amazing spectacle of sales- 
people screaming at the top of their 
lungs every time they want to make 
a point... They’re confusing and 
disruptive. One glance at the letter 
says to the reader, ‘Someone is try- 
ing to pressure me into something.’” 
I don’t fully agree with the point 
Nauheim makes. There are places 
where underscoring helps clarify 
elements of any letter, including 


sales letters. I would agree that 
full paragraphs of typewriter gym- 
nastics, however, are not only dis- 
ruptive, but tedious and often dif- 
ficult to read. 

If there’s any real area of the 
book that deserves criticism it’s 
the treatment of general corres- 
pondence. This subject receives too 
little attention, scattered as it isin 
short sub-sections throughout the 
book. 

Despite this, “Letter Perfect” is a 
good, easily readable book, whose 
referencing index makes it even 
more valuable for people who don’t 
want to digest it at a single sitting. 
For executives and people in sales, 
“Letter Perfect” has to rank 
among the best reference books 
available. 


Here are the current Top Ten best-selling books for business. The list is based on 
sales figures obtained from retail bookstores through the United States. 


1) “William E. Donoghue’s Complete Money Market Guide;” by William E. 
Donoghue with Thomas Tilling; Bantam Books; $3.50 (4) + 
Comprehensive “how to” for money-market investors. 
2) “Theory Z;” by William G. Ouchi; Addison Wesley; $12.95 (1) 
A new theory on how to boost business productivity. 
3) “A Book of Five Rings;” by Miyamoto Musashi; Overlook Press; $5.95 (7) 
A 16th-century swordsman has some advice for businessmen. 


4) 


5) 


6) 


7) 


8) 


9) 


“Inflation Proofing Your Investments;” by Harry Browne and Terry Coxon; 
Warner; $3.95 (3) 

How to prevent dilution of invested capital. 

“How to Become Financially Successful by Owning Your Own Business;” by Al- 
bert J. Lowry; Simon & Schuster; $14.95 (3) 

How-to techniques for budding entrepreneurs. 

“The Soul of a New Machine;” by Tracy Kidder; Atlantic/Little, Brown; $13.95 (5) 
The creation and awakening of the microcomputerized age. 

“Money Dynamics for the 1980s;” by Venita Van Caspel; Reston Publishing; 
$15.00 (6) 

A guide for money management. 

“What Color Is Your Parachute?” by Richard N. Bolles; Ten Speed Press; $6.95 (9) 
How to change careers and jobs. 

“You Can Negotiate Anything;” by Herb Cohen; Lyle Stuart; $12.95 (8) 

How to gain the competitive edge. 

“The Money Lenders;” by Anthony Sampson; Viking; $16.95 (10) 

How international banking affects each of us. 


indicates last month’s position 
indicates a paperback previously on the list as a hardcover edition 
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known business writer. All comments or ques- 
ive magazine, 8400 Westpark Dr., McLean, 


Irving Blackman 


Imost every dealer read- 

ing this item is missing 

out on a sure-fire deduc- 
tion. The simple fact is that vaca- 
tion pay can be deducted before it 
is paid to the employee. There are 
only two requirements: you must be 
an accrual-basis taxpayer and you 
must elect the benefits of the spe- 
cial deduction when you file your 
tax return. 

The benefits of the special vaca- 
tion deductions can yield substan- 
tial tax savings to a growing busi- 
ness. Let’s take a look at some 
numbers. Assume your vacation 
pay amounts to 5 percent of 
payroll, your year ends June 30 
and all vacations are taken in 
July. If your payroll for the year 
ending June 30, 1982 increased 
$200,000 over 1981, your addi- 
tional vacation pay deduction for 
the current year would be $10,000 
($200,000 x 5 percent). 

If you are already doing this, 
you have a sharp tax adviser. Only 
about one-in-twenty businessmen 
I talk to at seminars tell me they 
are taking advantage of this tax 
break. The rules and details are 
set out in Section 463 of the Inter- 
nal Revenue Code. 
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Social Security break for 
consulting retirees. Many fac- 
tors contribute to the success or 
failure of a business, but hands 
down, the single most important 
factor is people. 


Vacation Pay 


Getting and keeping good 
people is the No. 1 priority for most 
businesses. So what happens? Fer- 
tile and active minds are retired; 
then business wants them back. 
Question: Must a consulting re- 
tiree pay self-employment tax (So- 
cial Security tax of 9.35 percent on 
the first $32,400 of earnings)? In a 
recent case (Steffens, T.C. Memo 
1981-637), the court said “no.” 

Here’s the story: Mr. Steffens re- 
tired from his company but re- 
tained his place on its board of di- 
rectors. He agreed with the com- 
pany to consult on certain busi- 
ness matters. He also agreed not to 
consult for any of the company’s 
competitors. He received fees for 
his services as a consultant and di- 
rector. The IRS claimed that both 
fees were subject to self-employ- 
ment tax. 

The court rejected the IRS con- 
tention. The self-employment tax 
is only due if you are in business. 
Steffens did not hold himself out as 
being generally available as a con- 
sultant, and did not perform such 
services for other businesses. The 
same rationale held that he was 
not in the business of being a direc- 
tor. 

This is an important case not 
only for businesses that are short 
on talent but for the many retirees 
who want to continue rendering 
services for their old employers. 
Remember: the cash savings to the 
retiree are $9.35 out of every $100 
of earnings. This case provides a 
road map of how to save self-em- 


ployment tax. Follow it. 
kkk 


Cancelled checks flunk en- 
tertainment deduction test. I 
have never met a taxpayer who 
doesn’t like to deduct entertain- 
ment expenses. A recent case 
(Donald Sap et al. v. Comm., TC 
Memo 1981-167) serves as a 
graphic reminder that even legiti- 
mate entertainment expenses 
might not be deductible. How is 
such a result possible? In a word: 
substantiation; more precisely, 
lack of proper substantiation. 

Here’s the story. Donald Sap de- 
ducted lunches, dinners and other 
entertainment expenses on his tax 
return. He offered only cancelled 
checks as evidence of these ex- 
penses. Thumbs down, ruled the 
court. In order to substantiate an 
entertainment deduction, you 
must have a record of the amount, 
date, place, business purpose and 
business relationship. Checks 
alone, the court held, do not indi- 
cate who was entertained. 

Now the story really gets inter- 
esting. Sap also deducted travel 
expenses to attend trade shows in 
California and Florida. Only can- 
celled checks payable to the travel 
agency and the hotel were used to 
support the deductions. In this in- 
stance, the court held thumbs up. 
The checks “are direct evidence of 
the amount, time, place and date 
and the expenditure.” The court 
knows the law. Only the first four 
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items listed above are required to 
support a travel deduction. The 
court accepted the checks as proof 
of “business purpose.” 


kak 


Business life insurance pre- 
miums are not deductible. Bor- 
rowing money is one of the pillars 
of the American way of doing busi- 
ness. A business often col- 
lateralizes a loan with particular 
assets such as real estate, equip- 
ment or inventory. Sometimes the 
collateral is more indirect—such 
as the general assets of the com- 
pany, its potential for profitability 
and the integrity of management. 

The smaller the business, the 
more important “integrity of man- 
agement” becomes. And that usu- 
ally means the entrepreneur. He is 
the guy the lender is really looking 
to as the moving force through 
which the business will find a way 
to repay the loan plus the interest. 
But what happens if he dies? 

To protect against the possibil- 
ity that the death of the entrep- 
reneur means non-payment of all 
or a portion of the loan, many len- 
ders insist on life insurance. The 
concept is simple and logical: in 
case the entrepreneur dies, the life 
insurance proceeds will be used to 
pay all ora portion of the outstand- 
ing debt. Logic dictates that the 
premiums for such a policy are de- 
ductible as a business expense. 
Right? 

Wrong. In a recent case, the 
court held that premiums paid on 
a life insurance policy to secure a 
business debt are not deductible. 
The court gave this as the reason: 
if the owner lives and pays the 
debt, the policy will become a per- 
sonal asset. If a corporation owns 
the policy, the same reasoning 
would apply, because after the 
debt is paid, the policy will be a 
general asset of the corporation. 
(See Ragan v. Comm., TC Memo 
1980-94.) 

There is some good news in this 
item. When the policy is collected, 
the proceeds are tax free. 


kak 


IRS gets tough with tax-shel- 
ter promoters. The Reagan ad- 
ministration has made one point 
very clear concerning tax shel- 
ters: It is going to continue the pol- 


icy of the Carter administration. 
Tax shelter cheats are going to 
jail. 

A recent report indicates the 
IRS has 163 tax-shelter operators 
and promoters under criminal in- 
vestigation. In the past 30 months, 
39 others have been indicted. 

Be forewarned. The country 
abounds with tax-shelter schemes 
looking to soak up your hard- 
earned dollars. Two points should 
help you steer clear of the wrong 
kind of tax shelter: (1) If the deal 
does not make economic sense on 
its own merit (without the trum- 
peted tax savings), pass it. (2) Ev- 
en if the deal does pass the eco- 
nomic test, rely only on the tax 
opinion of someone you know (oth- 
er than the promoter). 
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Track coach loses race with 
IRS. This item might make you 
mad for two reasons. The law we’re 
going to discuss is bad, first of all, 
and the court case involved will 
likely impact on almost everyone 
reading this. You might very like- 
ly be stopped from taking a legiti- 


mate deduction when you work at 
home. 

In the case to which we refer, a 
high school track coach was denied 
a deduction for the cost of main- 
taining a room in his home for bus- 
iness purposes. He used the room 
to review films of his athletes’ pre- 
formance and to do relevant paper- 
work. Now get this: The deduction 
was denied even though the coach 
had no office in the school where 
he coached! The Tax Court decided 
the coach’s principal place of busi- 
ness was the school athletic facili- 
ties. His office at home was “inci- 
dental although important.” 

Unfortunately, the court’s deci- 
sion under the present law is cor- 
rect. Generally, under this law, 
you can only get a deduction for 
home office expense if the portion 
of the home in question is used (1) 
exclusively, and (2) on a regular 
basis as either (a) the principal 
place of business, or (b) a place of 
business that is used by patients, 
clients or customers in meeting 
with the taxpayer in the normal 
course of business. 

Congress passed the law in 
1976, and it is time for a change. AE 
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Cassette Sales Message 


Inspection Report Card 


A dealer from Edmonton, 
Alberta (Ericksen Datsun 
Ltd.) recently reminded 20 
Group members of an old idea 
that works. 

The majority of Ericksen 
Datsun’s demonstrators are 
equipped with cassette 
players. When a customer 
takes a car for a test drive, he 
is given a cassette tape that 
points out the special features 
of the vehicle. Messages on the 
tape also remind the customer 
of the unique services offered 
by the dealership. The dealer 
finds that sometimes a cas- 
sette message has more credi- 
bility than a salesman and 
that the customer will listen to 
the cassette and remember the 
information more readily. 


SEE 


During the service work- 
shop at the NADA Convention 
this year, one of the speakers 
came up with this idea. After 
looking at his average flat- 
rate hour per repair order, the 
dealer found that he was av- 
eraging only 1.5 hours per 
order. He developed a Techni- 
cal Inspection Report Card 
listing all normal inspection 
items for a vehicle. He paid 
each technician *o of a flat- 
rate hour to inspect each vehi- 
cle and complete the card. The 
completed report card listing 
all needed repair work was left 
in the car when the customer 
came to pick up the vehicle. 

The next day, the service ad- 
viser followed up on each in- 
spection by calling the cus- 
tomer to set up an appoint- 
ment for needed maintenance. 
The key to the success of this 
program is paying the techni- 
cian to find needed mainte- 
nance work. x 
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Personnel from page 30 


before a lengthy interview. By 
talking to an applicant briefly, re- 
viewing his employment history 
and calling references, the dealer 
should be able to determine 
whether that person is a serious 
candidate. Key managers should 
also be called upon to provide 
input into the process. 

Reed Draper, of Draper’s Fash- 
ion Square Chevrolet, says he pre- 
fers to let a professional recruiting 
firm handle any hiring the dealer- 
ship does for entry-level and sales 
positions because of the time in- 
volved. “These people do this for a 
living, and they are able to screen 
out inappropriate candidates 
much better than we can. Any can- 
didate can look great during an in- 
terview—skilled and confident— 
and yet bomb on the job. Most 
people, after all, say only what 
they think you want to hear. A 
professional knows how to strip 
away this facade.” 

Draper says the recruiting firm 
usually suggests two or three can- 
didates for a position, and then he 
and his managers cast the final 
vote. 

Many dealers also employ the 
services of professional testing 
firms to help with the screening 
process. There are a number of 
such tests in the marketplace, and 
they vary greatly in degree of 
sophistication and accuracy. Some 
are designed to provide a basic per- 
sonality profile of a potential em- 
ployee. Others, considerably more 
complicated and costly, are desig- 
ned to measure a person’s suitabil- 
ity for specific, automotive-related 
positions. Personality traits such 
as assertiveness and persuasive- 
ness are among those measured. 

Geweke Ford has used a person- 
ality-profile test to hire about 90 
percent of its employees over the 
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last four years. Everyone who is a 
final candidate for a people-re- 
lated position at Geweke—includ- 
ing salespeople, managers, service 
writers, leasing personnel and 
countermen—is given the test as 
part of the interview process. “The 
test gives us a better picture of 
how a potential employee is likely 
to fit in with our team,”says Larry 
Geweke. 

“A fellow came in recently, for 
example, looking for a job in our 
service department. He had been 
jumping from one parts counter to 
another over the last six years, 
and we were reluctant to hire him. 
But when we tested him, we 
discovered he had a perfect profile 
for a salesman. We hired him in 
sales, and he’s making a great 
contribution.” 

The main value of testing is that 
it can help a dealer predict a candi- 
date’s likelihood for success in a 
given job. Studies have shown that 
certain personality traits make a 
difference in how a person will per- 
form in a dealership. Successful 
salespeople, for example, exhibit a 
high degree of ego drive—the need 
to persuade and convince another 
individual. Service writers, on the 
other hand, need a high degree of 
empathy—the ability to under- 
stand another person’s needs. 
Other positions in the dealership, 
such as the parts desk, require a 
stronger sense of detail and or- 
ganizational ability. 

A dealer can usually get a good 
impression of a candidate’s suita- 
bility through verbal inquiries, 
says George Harmon, manager of 
recruiting for the American Man- 
agement Associations. “It all 
comes down to knowing what the 
job entails and what type of person 
is best suited for it. Ifa dealer hasa 
clear sense of that, he should have 
much less trouble finding the right 
person for the job.” FE 
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Selling During Slow Seasons 


ne of the questions I’m 

asked most frequently is, 

“Joe, we know you set the 
world’s record for selling the most 
cars in one year some 12 years ago, 
but could you do it today?” 

I’m sure some of my questioners 
believe that the nature of the 
times had something to do with my 
success. Nothing could be further 
from the truth. I’ve sold in good 
economic times, and I’ve made re- 
cord sales in some of the worst 
slumps. 

Could I do it again? 

You bet your rear license plate I 
could! 

I've heard all the excuses: 
“times are different now;” “the 
high interest rates are killing us;” 
“people are holding on the their 
cars longer;” “sales are down with 
everything, not just cars and 
trucks.” You name it, I’ve heard it. 

No salesman every began witha 
worse track record than me. When 
I started out in this business, my 
future boiled down to figuring out 
where the next bag of groceries 
was going to come from. 

I called on one of my city’s lead- 
ing car dealerships and asked for a 
job selling wheels. The sales man- 
ager, looking skeptical, asked, 
“Have you ever sold cars?” 

“No,” I replied. 

“What makes you think you 
can?” 

“Well, I’ve sold a lot of things— 
newspapers, homes, produce. But 
in each case, what people really 
bought was me. I sell myself.” 

The sales manager gave me a 
strange look. He had never heard 
it put quite that way before. He 


wasn’t acquainted with that kind 
of self-confidence. 

“It’s the dead of winter, Girard. 
Sales are slow. Times are bad. If I 
put you on, I risk a mutiny by my 
other salespeople. There just 
aren’t enough walk-ins to keep ev- 
eryone busy.” 

I looked him in the eye. “If you 
don’t hire me, you’ll be making the 
biggest mistake of your life. I 
won't go after the walk-ins. Just 
give me a desk and a phone. In two 
months I'll beat your best sales- 
man’s record. That’s a promise. I 
don’t care what the times are like.” 

The sales manager gave me a 
dusty desk in a upstairs corner and 
hooked up a phone, and I started 
my new career. 

Armed with a phone and a 
phone book, I started selling my- 
self. The sales manager couldn’t 
believe it. In two months I did 
exactly what I said I’d do. I bet the 
record of every salesman in the 
place. 

Could I do it again today? Could 
I go from that first sale over the 
phone at a dusty desk to 1,425 new 
cars in one year? Yes. And I’d do it 
the same way I’ve always done— 
by prospecting. 

fd get out my Ferris wheel 
again and grease the wheels. You 
know how a Ferris wheel works. 
One at a time, the guy in charge 
fills the seats. When people get off, 
he fills their seats, moves the 
wheel a little, and fills the next 
seats—until all the old riders have 
left and the new ones have 
boarded. 

Selling motor vehicles is just 
like that. The wheel is always 


moving a bit so that some people— 
the ones you have just sold—can 
get off for a while and others—the 
ones you are just starting to work 
on—can get on. Eventually, the 
first group of buyers returns for 
another round. 

How do you fill the seats on the 
Ferris wheel? By prospecting. It’s 
never gone out of style and it never 
will. It’s important now more than 
ever. 

I don’t care what kind of pros- 
pecting you do—just do some- 
thing. Make phone calls or per- 
sonal calls. Send letters or direct- 
mail pieces. Leave your cards ev- 
erywhere. (I never passed a public 
phone booth, for example, without 
leaving my business card just above 
the coin-deposit slot. And I never 
left a tip on a restaurant table 
without slipping my business card 
under the tip. I still do it. That’s 
selling myself.) 

Once you sell a car, you should 
have that buyer locked into riding 
on your Ferris wheel. You should 
know a lot about him, and cer- 
tainly everything about his car. 
You know where he lives, where 
he works and his credit rating. 

You’ve also got a deadline date 
for him—the date you know his 
Ferris wheel seat comes rolling 
back full circle. That deadline date 
indicates when he’ll be ready for 
another car. No matter what the 
times are like, you’ll be ahead of 
any other salesperson he’s likely 
to see. In fact, if you handle it 
right, you may be the only sales- 
person he ever talks to. After all, 
you run the Ferris wheel; the cus- 

(Continued on page 41) 
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How ‘ld Lose 
Million Dollars-— 


_ (Without Really Trying) 


f this article bears a touch of 

sarcasm, it is because I 

watched sadly as my father’s 
automobile dealership closed its 
doors to bankruptcy last October. I 
have the highest respect for my 
father, who not only acknowledges 
his business mistakes, but be- 
lieves that telling his story can 
only be of help to his peers. This ar- 
ticle is a first-hand look at some of 
the don’ts to which many small 
and medium-sized businesses fall 
victim. It’s an exaggerated lesson 
on how not to run your business. 


Rule 1: Delegate all your au- 
thority. If you sincerely aim to 
lose a million dollars, then you 
must delegate all your authority. 
This is perhaps the primary tenet 
of ineffective management. I spent 
10 years watching it put into ac- 
tion, and I’m certain that it is the 
key to misfortune. HD 

la. Pass the buck. By giving 
total responsibility to your respec- 
tive department heads, you will 
free yourself of most daily worries. 
After all, you or someone you trust 
hired these characters, so by all 
means count on them completely 
to do what they know best and you 
know least. 

There is one exception to pas- 
sing the buck: Do not share the fi- 
nancial statement with depart- 
ment heads (see Rule 3a). 

1b. Become an _ absentee 
operator. You've worked hard to 
build your business, and now that 
you seek self-destruction, it’s time 


to consider semi-retirement. If 
you've got it all and want to lose it, 
start letting the business run it- 
self. 

Surely the fastest way to lose a 
million dollars is to spend your 
time elsewhere. The golf course, 
including the 19th hole, and ex- 
tended vacations are both excel- 
lent ways of distracting your at- 
tention. Perhaps the best, how- 
ever, is to concentrate on another 
business altogether. 

With practice, your primary 
business will become little more 
than a hobby. 

1c. Instill total trust in your 
G.M. All absentee operators need 
an incompetent general manager 
to mismanage the business in 
their absence. Ideally, the man to 
choose is an adherent of the Peter 
Principle, who will rise to his 
maximum level of incompetence 
by your hand. 

I watched a sales manager climb 
the ladder to general manager in 
two years. Perhaps the owner felt 
that since the man didn’t know 
sales management, he would be 
better in an administrative capac- 
ity. Like the owner of the dealer- 
ship, the general manager didn’t 
know enough about the backshop. 
He considered the service, parts 
and body shop operations more as 
sales supports than as individual 
profit centers. This man did get to 
know the daily business better, at 
least, than did the owner—to such 
a point that the owner would feel 
awkward if he interfered with his 


own operation. 

The idea of submitting to your 
G.M. with blind faith will work 
every time. Trust this man to mis- 
manage your money, and you can 
count on losing a million. 


Rule 2: Focus your attention on 
sales. If your business is selling 
cars, then it is likely that you have 
a service division of sorts. Make a 
point of ignoring it. Give what lit- 
tle attention you have exclusively 
to the sales department 

If you planned your career as 
well as most princes-turned-paup- 
ers, you probably began in a sales 
job. A proven seller, you became 
sales manager and eventually 
general manager before owning 
your Own company. With such a 
background, you are well prepared 
to totally disregard the service end 
of your business. 

In the case of this auto agency, 
the service and parts departments 
were viewed as necessary evils. 
The owner, like so many other 
sales-oriented business operators, 
didn’t have the time or under- 
standing of service and parts man- 
agement. To have sought advice 
from the factory or directly from 
the department heads surely could 
have resulted in improved perfor- 
mance, but the extra effort re- 
quired to do so would be contrary 
to rules la. and 1b. 

These days, car owners look to 
dealers for quality service, and 
money spent on the backshop will 
quite possibly have a positive re- 
sult on the operating report. This 
is clearly opposite of your goal to 
lose a million dollars. So don’t 
dump any earnings into develop- 
ing a better parts inventory, train- 
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“Surely the fastest way to lose a 
million dollars is to spend your 
time away from the dealership.” 


ing your technicians or advertis- 
ing service. Instead, tie up your 
cash in excess inventory, so you 
can purge your business of work- 
ing capital. 


Rule 3: Make all financial mat- 
ters strictly your business. It is 
an absurd idea that your depart- 
ment heads, banker and factory 
representatives should be aware of 
your true financial condition. 

3a. Department heads should 
never see the financial state- 
ment. For one, they might dis- 
cover how much salary you draw. 
But more important, your depart- 
ment heads may attempt to use 
the monthly reports to monitor 
performance, thereby making it 
extremely difficult to keep them in 
the dark. This is a bad policy in- 
deed, for they may inadvertently 
determine ways of improving their 
departments’ profitability. That 
definitely would be a hindrance to 
your goal of financial misfortune. 

3b. Do not analyze your busi- 
ness statements. Your monthly 
reports for departmental profita- 
bility are excellent reminders of 
your business’ floundering status. 
But analysis—I mean downright 
study of condition, cause and ef- 
fect—may lead you into the trap of 
doing something contrary to your 
goal of bankruptcy. 

If your banker or factory repre- 
sentative should make _ such 
analyses on their own, followed by 
recommendations for change, be- 
ware! Those “experts” are always 
full of advice, but they know noth- 
ing of running your business. 
Imagine an outsider with the gall 
to tell you what to do with your 
money! 


Rule 4: Think short-run. A brief 
note on the concept of planning for 


the future: Don’t. Long-range 
goal-setting is for pencil-pushing 
idiots with college degrees, proba- 
bly in statistics. 


Rule 5: Expand recklessly. 
There’s a joke about two country 
boys who take a shot at the pro- 
duce business. They take their 
goods to market in a run-down 
pickup truck, and sell their mer- 
chandise at cost. At the end of 
their first day of business they 
realize that they have only broken 
even, and one says to the other, 
“Guess we're gonna have to get a 
bigger truck.” 

That concept was put to practice 
in this dealership. The agency 
grew from a 1-line operation into a 
5-line automotive supermarket in 
less than six years. Because profits 
were diminishing, it seemed that 
the best way to create faster-di- 
minishing profits was to the ex- 
pand the business. 

If you’ve got capital and want to 
lose it in a hustle, this plan is even 
better than Rule 1. You can dropa 
load in a heartbeat, create an enor- 
mous debt and give birth to a 
monster that cannot be effectively 
managed. What’s more, being the 
irresponsible figurehead who has 
created such a conglomerate is ter- 
rific for the ego. 

It may seem inconceivable, but 
the above scenario really can hap- 
pen. At times, I’d swear that some 
businessmen must subconsciously 
follow these outrageous rules. 
Perhaps they will shed some light 
on your own practices. We all have 
a few bad habits. 

Don’t think that everything is 
fine just because you can laugh all 
the way to the bank. That can be 
deceiving. In the long run, your 
business may be crying for atten- 
tion. reo} 
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August 


1 to 4. Michigan Automobile 
Dealers Association Convention, 
Grand Hotel, MacKinac Island, 
MI 

10 to 15. Midwest Manufactured 
Housing and Recreational Vehicle 
Show, Notre Dame University, 
South Bend, IN 

16 to 19. Society of Automotive 
Engineers West Coast Meeting, 
Hyatt Embarcadero, San Fran- 
cisco, CA 

22 to 25. Automotive News 
World Congress, Westin Hotel, 
Detroit, MI 

24 to 27. Automotive News 
World Expo, Cobo Hall, Detroit, 
MI 

26 to 28. American Trucking As- 
sociation National Truck Roadeo, 
Bartle Convention Center, Kan- 
sas City, KS 


September 


19 to 22. Association of Diese] 
Specialists International Conven- 


tion, Caesars Palace, Las Vegas, 
NV 


October 


10 to 14. New York State Auto- 
mobile Dealers Convention, Prin- 
cess Towers, Freeport, Grand 
Bahama Island 

10 to 13. Automotive Parts Re- 
builders Associaton Convention, 
Atlanta Civic Center, Atlanta, GA 

13 to 16. Florida Automobile 
Dealers Association Convention, 
Marriott’s Marco Beach Hotel, 
Marco Island, FL 

17 to 20. American Trucking As- 
sociation Convention, Hotel 
Bonaventure, Los Angeles, CA 

18 to 21. National Safety Coun- 
cil Congress and Exposition, Pick- 
Congress Hotel, Chicago, IL 

20 to 31. International Motor 
Show, National Exhibition 
Centre, Birmingham, England 

28. Highway Users Federation 
Annual Meeting, Detroit Athletic 
Club, Detroit, MI vO) 
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Selling Yourself from page 38 


tomer is waiting in line and you 
know exactly when he’s going to be 
ready to get on again. 

The trouble is that when times 
get tough, salespeople tend to stop 
selling tickets for the Ferris 
wheel. They get discouraged and 
stop prospecting just when pros- 
pecting is most needed. 

Not only is prospecting more im- 
portant than ever, but you have to 
work twice as hard at it. You’ve got 
to keep busy. In abusy person there 
is little room for self-doubt to 
dwell. 

Less than 10 years ago, the auto- 
mobile dealerships in my home 
city went from a 6-day week to a 5- 
day week. It was the only area in 
the United States—at that time— 
in which salespeople found them- 
selves working only Monday 
through Friday. 

Because Saturdays were my 
biggest days, I saw nothing but a 
slump ahead—that is, until I 
started to fuel my confidence 
machine. Then I buckled down and 
went to work. I told myself that the 
market was still there and that 
people still needed cars. I simply 
had to do the same amount of work 
in five days that I used to do in six. 

I was so busy that I had no time 
to think whether or not I could suc- 
ceed under those restrictive condi- 
tions. What were the results of my 
efforts? That first year I sold 
nearly as many cars in a 5-day 
week as I had formerly done in a 6- 
day week. In fact, my total was 
only 49 cars fewer than that of the 
previous year. 

It doesn’t matter what the times 
are like. It doesn’t matter what the 
economic forecasters say. 

People still drive cars. People 
still need cars. People still want 
cars. People still buy cars. And 
that goes for trucks, too. 

You just have to prospect har- 
der. Work at it an extra hour a day. 
Make 10 more telephone calls 
than you planned. Keep your mail- 
ing list up to date and use it. You'll 
fill the seats on your Ferris 
wheel—but you won’t if you shut it 
down. 

Could I do it now? In today’s 
market? 

You bet. 

And if I can do it,socan you! 4 


al e Preparing for the tests 
Y through attendance at 


YOUR AUTO BODY : ae 
REPAIRERS AND technical clinics or by 


PAINTERS SHOULD reviewing Study materials 
BE NIASE CERTIFIED will sharpen their skills. 

+ Certification offers the © Certification will make the 
most meaningful and most motoring public more 
universally accepted aware of your dedication to 
credential attainable for professional, quality 
collision specialists. Cost service. 


for both tests, including 
registration fee is only $30. GET THE LEAD OUT — 
One test costs only $20. GET ’EM CERTIFIED! 


Write to: National Institute for Automotive Service Excellence 
1825 K Street, N.W., Suite 515, Washington, DC 20006 


SAVE MIONEY! 
With Products from ESP 


NOW NEW FROM ESP 
STT-A Automatic Thermostat Setback Control 


This system consists of the STT-A Control with seven-day timeclock and 
built-in thermostat, a relay for each existing thermostat and remote zone 
thermostats where needed. 


Simply pre-program the timer to reduce air conditioning or heating during 
the non-work hours of your business. Take the human error out of heating 
and air conditioning! 


STT-A will pay for itself in less than 6 months and works especially well with 
our recirculating fans. 


For more facts and purchasing information call the ESP TOLL FREE 
number listed below. 


Save Up to 40% of Heating Fuel Costs 


Recirculating System! 
The ESP Energy Recirculating System gently forces the heat 
down to the floor to keep the thermostat satisfied, This greatly 


reduces the number of times your furnace is called on for heat. 


800-548-7199 ENERGY SAVINGS PRODUCTS 


— P.O. BOX 311 
_IN MONTANA @ 406-252-0480, ait INGS. MONTANA 59103 
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Leasing from page 24 


lease to cover up the payment to 
the manufacturer and to pay over- 
head costs to prevent a negative 
cash flow situation, Blossom cau- 
tions. 

The key to good leasing practice, 
according to Richard Nimphie, 
vice-president of George P. Ballas 


____ Six Tips 
To Up Leasing Profits 


The following tips from 
NADA’s 1981 20-Group Idea 
Book can help your leasing de- 
partment’s bottom line. 


Reduce Sales Tax 


Every time you buy a car, 
trade one in on it. Doing so will 
not only reduce your cost, but 
due to laws in some states, you 
will only have to pay sales tax 
on the difference instead of the 
full amount of purchase. 


Offer Personal Service 


It is becoming more apparent 
that leasing is synonymous 
with service and professional 
advice. One dealer emphasizes 
his dedication to personal ser- 
vice by sending a bouquet of 
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flowers with a personal mes- 
sage to the wife of every male 
customer one day or two after 
the car is delivered. This re- 
sourceful dealer has even suc- 
ceeded in convincing the florist 
that in exchange for the vol- 


ume of business he is bringing, 


the florist can pay for the bulk 
of a lease payment on a new de- 
livery car for his flower busi- 
ness. 


Include a Maintenance Record 
on Your Bills 


Include on your monthly bil- 
ling an incorporated mainte- 
nance record. Often, mainte- 
nance isn’t discussed unless 
there is a problem. 


Be Flexible on Renewal 


Agree to renew leases for as 
little as 12 more months to 
those who are reluctant to 
renew. Otherwise, you lose a 
lease. 


Set Back the Billing Date Five 
Days 


Get the billing in the hands 
of the lessee sooner, causing a 
chain reaction that will result 
in earlier payment and lower 
delinquency. 


Issue Payment Incentives 


Notify your customers that 
they can eliminate their last 
payment if they bring in a new 
customer. x 
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Leasing Co., Toledo, OH, is educa- 
tion. 

One of the pioneers in the leas- 
ing business, Ballas obtained the 
second Chrysler lease franchise in 
the U.S. in the early 1960s. Some 
1,800 vehicles are in his fleet. He 
is also the dealer at Ballas Buick- 
GMC-Truck in Toledo. 

“Dealers must sit down with 
their clients on a consultation 
basis like an attorney or an 
accountant,” Nimphie says. “We 
sometimes wind up recommend- 
ing that a customer buy instead of 
lease because it is better for him. 
And we’re open 7 a.m. to midnight 
five days a week and Saturdays. 
Accessibility is an invaluable tool 
for lease accounting.” 

How about competition? Suc- 
cessful lessees say there is much to 
worry about due to the growth of 
bank participation in the ’80s. One 
innovative savings and loan, New 
York’s Dry Dock, is offering cus- 
tomers the chance to place the 
bulk of interest earned in a year on 
deposits of $15,000 or more toward 
leasing an American-built car. 
Dry Dock claims its fees are 10 
percent below those in the open 
market. 

Still, in the words of Wilkins, 
bank “gimmicks” will soon be rec- 
ognized by the public: “People will 
find out that the banks are terrible 


at leasing cars. They muddy the 
water a lot, making a lot of mis- 
takes. They think a car will be 
worth more than it is and will put 
customers in the wrong car be- 
cause they’re strictly in it for the 
money. They are no good at dispos- 
ing of cars once they come off lease. 
As for service—forget it.” 

The high price of vehicles and 
the disorderly aspect of the used- 
car market are leading the indi- 
vidual and small businessman to 
rely heavily on the lessor for ad- 
vice, consultation and most impor- 
tantly, vehicles. The dealer must 
never underestimate the impor- 
tance of management, however, 
when getting into the business. It 
must be studied carefully. Dealers 
should not wind up in full-scale 
competitive battles or they will 
end up out of business. For leasing 
to come into proper focus, a sensi- 
ble approach must be taken. “It is 
not anumber’s game, it is a profit’s 
one, if handled right,” Herford 
says. 

“Unfortunately, there are too 
few workshops and_ seminars 
available on the subject—too few 
places dealers can go to get ad- 
vise,” says Wilkins. 

Dealers need to find out all they 
can about leasing today before en- 
tering this rewarding but risky 
market. m9) 


Money Sense from page 6 


fall in market value. 

The amount of the customer’s 
claim, excluding any securities, is 
known as “net equity.” When the 
customer owes more to the firm 
than vice versa, the customer 
must pay the difference to the 
trustee. With the trustee’s ap- 
proval, the investor may pay any 
debit balance and receive the sec- 
urities still in the account. 

SIPC also protects customers of 
other broker-dealers or banks that 
have had dealings with the failed 
firm. If the firm being liquidated 
has certain open securities trans- 
actions with other broker-dealers, 
SIPC’s funds are available to pay 
the losses of the other firms in clos- 
ing out those transactions. The 
main purpose: to prevent one 
firm’s failure from having a 
domino effect on other brokerage 
houses. 

SIPC has issued a brochure, “An 
Explanation of the Securities In- 
vestor Protection Act of 1970 as 
Amended Through 1980,” that 
gives a more detailed explanation 
of SIPC’s coverage. The brochure 
is available from most brokerage 
firms. FE 


Economic Outlook from page 8 
monthly payment burden. 

The other factor to consider is 
that new-car buyers without a car 
to trade-in simply cannot come up 
with the cash down payment nec- 
essary to keep the monthly pay- 
ment within their budget. 

The retail automobile industry 
would obviously benefit from a 
drop in interest rates and new-car 
prices. In addition, the reduction 
in personal income taxes effective 
July 1 is extremely important to 
the dealer body. Over the course of 
the recession consumers have in- 
creased their liquidity, i.e., have 
paid off outstanding debt. The in- 
crease in real purchasing power 
that will result from the tax cut 
and consumers’ increased liquid- 
ity will enable more consumers to 
afford a new vehicle. Whether 
they actually use their increased 
incomes to buy new vehicles, and 
when this might occur, depends on 
a number of other factors, includ- 
ing their confidence in the future 
course of the economy and the 
level of interest rates. E 
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suppose some of you who 

read this column regularly 

may think I am in the employ 
of the NAAA rather than NADA, 
but that isn’t so! There is little 
question, however, that I do look 
favorably upon the wholesale auto 
auction industry and see it as a 
growing segment of our distribu- 
tion system. 

In December of 1973, I wrote a 5- 
year forecast for the auto industry. 
It was proven accurate enough 
that I hesitate to ruin my reputa- 
tion with another effort. (I wish 
some of today’s novelists under- 
stood my reasoning—some of us 
have only one good shot in them!) 
What I am leading to is that one 
should not sell short the concept of 
the retail auction. I am aware of 
some of the problems, but I think 
they can be dealt with. 

Sometimes when we don’t want 
to do something, we either pretend 
it isn’t there or that it can’t be 
done. One of the biggest com- 
plaints we hear most with regard 
to retail auctions relates to the re- 
liability of the buyer: is his check 
any good? Many auto auctions, 
however, have learned to live with 
that problem and have found ways 
to determine the quality of money. 
Another “excuse” often offered 
concerns the stolen car. This, too, 
could be handled. After all, stolen 
cars are everyone’s problem today. 
The wholesale auctions are al- 
ready joining forces to combat this 
menace. 

Each of us can help prevent 
theft—or at least make it more dif- 
ficult. The key is deterrence. Once 
the car is taken by a professional, 
you can forget it. The car will 
either be chopped or so carefully 


Retail Auctions 


covered that it will move unde- 
tected into the market. 

I am aware that there have been 
a few efforts to put retail auctions 
in business and I daresay there are 
some running now, especially in 
the evening hours. In some parts of 
the country, “swap meets” are 
being held on parking lots during 
weekends. There are already end- 
less “swap meets” for collectible 
cars—some of which command 
bigger dollars than today’s new 
cars. But I do not know of any seri- 
ous operators in the retail field— 
yet. 


Unless the sale of new cars picks 
up, there must be some concern as 
to the supply of cars going into the 
used-car market. How many cars 
can the lease, fleet and daily rent- 
al companies move into retail? 
Certainly not nearly enough to 
compensate for the weakness in 
the retail new-car market. If the 
economy improves, however, there 
is little doubt the auto industry 
will benefit. 


When I look at the auction sales 
recaps I can easily see the quality 
of merchandise is deteriorating. 
The dollars are running under 
front-line-ready values, that is for 
sure. Of course, there could be a 
silver lining in this cloud: good 
used cars are bringing enough 
money at the wholesale level that 
the rental companies may decide 
to forego the retail market. 


In the May 24 Automotive News 
there was an article describing 
GM’s extension of warranties on 
1980-81 X-car manual transmis- 
sions. The article said the war- 
ranty will cover all 1980 and some 
1981 X-cars for five years or 


50,000 miles. Now, as a matter of 
curiosity, does this make the man- 
ual transmission on that car worth 
more or less? Does what amounts 
to an acknowledgment of trans- 
mission problems contribute to 
further price weakening, or does 
the availability of the warranty 
enhance the value of the manual 
transmission? Should the selling 
dealer emphasize GM’s offer, or 
should he take the position that as 
long as the customer really is pro- 
tected, why worry him with a po- 
tential problem? 

I sometimes sell my car to neigh- 
bors when I am finished with it. 
For some reason they think a car I 
drive must be a good one! One year 
I had a really delightful car, but 
the entire line had to be recalled 
for a very minor problem. The 
stigma associated with the recall 
was such that none of my friends 
or neighbors was interested in 
buying the car, and I had to let it 
go in trade. 

Toyota has decided to get its 
dealers involved in the used-car 
business. The company has em- 
ployed Julian Morgan, formerly of 
Ford, to head up a new used-car de- 
partment. I would like to say this: I 
am impressed, both with the posi- 
tive approach taken by Toyota and 
by the professionalism of Morgan. 
He is going about this assignment 
with a thoroughness one seldom 
sees. Denny Kuhn of Lincoln-Mer- 
cury took a similar approach a few 
years back and, more recently, so 
did Bob Wholeyhan of Chevrolet. 

If the Japanese beat the Ameri- 
cans at this game we will have no 
one to blame but ourselves. When 
used cars get plentiful again, 
Toyota will be ready. Will you? A& 


NNR, 


This column is prepared exclusively for automotive executive by James “Harry” Lawrence, editor of the NADA Official Used Car Guide. All comments or ques- 
tions pertaining to this column should be mailed to: Used Cars, automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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Congress from page 11 


William Lehman sits on the House subcom- 
mittee on transportation, and is a firm back- 
er of mass transit. 


mittee hearing. Lunch was spent 
with several lobbyists who wanted 
to talk about the Alaskan gas 
pipeline vote. 

It was the kind of day Bailey— 
though just a freshman con- 
gressman—has become very ac- 
customed to in his 11 years of polit- 
ical involvement. Bailey started 
his political career in 1970, when 
he was elected to the Willow 
Springs, MO, city council. Soon he 
locked horns with the mayor over 
a highway project, and the mayor 
resigned. Bailey was named to re- 
place him. 

Bailey was elected to the state 
legislature four times from 1972 to 
1980, and was eventually named 
Republican Caucus Chairman by 
his peers. When Bailey won elec- 
tion to the U.S. House of Represen- 
tatives in 1980, he captured 58 
percent of the vote. Bailey sits on 
the Education and Labor Commit- 
tee and Government Operations 
Committee, where he is also a 
member of the subcommittee on 
government and transportation. 

Bailey is the only legislator in 
either house of Congress who is an 
active auto dealer. He’s been a 
dealer since 1966, when he took 
over the business his father 
started 20 years earlier. It’s a rela- 
tively small shop. “Three hundred 
cars (Pontiac, AMC, Renault and 
Jeep),” Bailey says, “is a very big 
year for us.” 

The 41-year-old legislator says 
it’s difficult running a Missouri 
dealership from DC and he admits 
business is currently below par. 
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According to Bailey, the domestic 
auto industry as a whole has been 
depressed because of the high cost 
of labor. “We’ve got to have a labor 
situation that is equal to what the 
Japanese have,” he says. 

Yet, Bailey does not agree with 
the case for import restrictions. 
“We have to compete in the world,” 
he says. “I think one of our biggest 
problems, in addition to the labor 
disadvantage, is that we project 
the wrong image. We've got to 
make the public perceive our prod- 
ucts as the “in” cars. I don’t think 
we're adequately doing that.” 

Bailey has little doubt about the 
direction he’ll be taking in the fu- 
ture. He plans to run for the House 
again and, if reelected, he would 
like to get involved with the House 
Appropriations Committee. 

In the meantime, Bailey will 
continue to employ his rather in- 
formal style as he serves his con- 
stituents. “A lot of congressmen 
like to stare down the people who 
come in to talk to them,” Bailey 
says, “and they like to use those 
big desks they have in their offices 
to help them do it. SoI threw mine 
out. | want to communicate, and 
I’m not going to employ anything 
that inhibits someone from giving 
me his ideas. I don’t want to domi- 
nate people. I want to represent 
them.” 


William Lehman 
Florida’s 13th district may be 


the only congressional district 
that has ever been represented by 


a used-car dealer with a Harvard 
and Oxford background. Suffice it 
to say Rep. William Lehman (D- 
FL) is not a 1-dimensional indi- 
vidual. At one time or another he 
has been a finance officer, used-car 
dealer, new-car dealer, high- 
school teacher and college profes- 
sor. 

For a businessman and politi- 
cian, he is extremely self-effacing. 
Yet, after talking to Lehman and 
watching him in action for a short 
while, it is very apparent this 68- 
year-old maverick has always 
known what he’s needed to do to 
succeed. 

When he graduated from the 
University of Alabama in 1934, 
Lehman took a job with the CIT Fi- 
nance Co, He stayed there a couple 
of years, then saw a chance to buy 
his own used-car lot. He grabbed 
it, named it “Alabama Bill’s”—a 
somewhat exotic name for a 
Miami location—and decided to fi- 
nance his own paper. 

It was a successful enterprise, 
but Lehman downplays the bot- 
tom line when he reminisces about 
those years. 

“My son makes more in one year 
with the business than I made the 
whole time I had my hands on it.” 
But Lehman admits he did consis- 
tently well with his used-car lot 
and then, beginning in 1966, his 
Buick dealership. 

“IT never went for the last dol- 
lar,” he says. “My prices might 
have been above average, but I put 
a lot of money into my cars. We 
sold 90 percent of our cars on cred- 
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“Once you’re in politics,” says 
Lehman, “you’re in for life.” 


it, financing them ourselves. Our 
repossession rate never crept over 
the 2-percent mark, and we tried 
to keep it to less than 1 percent. I 
didn’t like to sell a car twice. It 
doesn’t make anybody happy, and 
I don’t think you really make any 
money off of a repossession.” 


Lehman says he always thought 
he had a certain responsibility to 
his customers, but he tried to 
make customers realize they had 
responsibilities, too. “I’d put cer- 
tain cars on the lot ‘as is’,” he says, 
“and I'd have the buyers sign an 
‘as is’ warranty. Yet, I’d have 
people come back on occasion and 
tell me, ‘I bought it as is, because I 
know you back up your cars.’ ” 


“[ve always thought our busi- 
ness to be self-cleansing. It you 
don’t treat people right, you’re out. 
I sold more than 50,000 cars in my 
time, and I was never taken to 
court once.” 


Some cynics may claim Lehman 
is unique in that respect, and 
there’s no denying that the con- 
gressman does take a rather unor- 
thodox approach to life. Consider 
how he spends his free time, for ex- 
ample. In the ’50s and ’60s, 
Lehman took time to study at Har- 
vard, Oxford, Cambridge, the Uni- 
versity of Edinburgh and Middle- 
bury College. In 1963, he earned 
his high-school teaching certifi- 
cate. 

He became an English teacher 
during the day, instructing his 
students on the merits of “The 
Merchant of Venice,” “Huck Finn” 
and “The Red Badge of Courage.” 
At night, Lehman worked at the 
dealership. After a while, he de- 
cided the schedule was too de- 


manding and switched to a com- 
munity college, where he could 
hold evening classes a couple of 
nights a week. Lehman stuck with 
it for three years. “I’ve always 
been interested in literature,” he 
says, “and I’ve always been 
seduced by educational programs. 
I liked teaching people things that 
make them think, and I still do.” 

In 1964, because he was an 
educator with managerial experi- 
ence, many people saw him as a 
logical candidate for a seat on the 
Dade County School Board. He 
ran, won, and remained on the 
board through ’71, the year he be- 
came its chairman. 

When the new 13th congres- 
sional district was apportioned in 
"72, Lehman won the right to rep- 
resent it in what was considered a 
surprise victory. Since ’76, though, 
his position in the House has been 
secure. 

Lehman is a member of the Ap- 
propriations Committee, and one 
of his subcommitteé assignments 
is transportation. Contrary to 
what might be expected, Lehman 
consistently votes in favor of mass 
transit. He believes expressways 
divide neighborhoods and lead to 
ecological “disaster.” “As energy 
gets dearer, you’ve got to deal with 
this matter,” he says. “You've also 
got to be realistic about pooling. 
As our population ages, a growing 
number of our people will be less 
and less able to drive. And, as the 
cost of everything goes up, people 
will be less able to afford their own 
transportation.” 

Lehman says he still keeps in 
touch with his old _ business 
through his son, and the con- 
gressman still has strong opinions 
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about how a dealership ought to be 
run. 

“I never felt I was smart enough 
to buy at an auction,” he says. “In- 
stead, I'd go to new-car dealers 
early in the morning for my cars. 
In effect, ’'d be bidding against 
their desire to retail a unit them- 
selves. I'd find myself taking a car 
I didn’t want to get one I did. But, I 
always felt you could never pay 
enough for a good clean car or pay 
cheaply enough for a bad one.” 
Lehman says one of the reasons he 
went into the new-car business 
was because quality used cars 
were becoming harder and harder 
to obtain. 

Lehman doesn’t think too 
highly of the flat-rate system for 
clocking repair time and charges, 
and would not use it when he wasa 
dealer. “Flat rate,” he asserts, 
“makes big jobs out of little ones.” 
He says that with that system, 
there’s every incentive to do pre- 
ventive work that drives the re- 
pair bill up. “I paid my mechanics 
by the hour,” he says, “because 
that’s the only way I could back up 
my cars.” 

The congressman says most 
people consider him conservative 
on fiscal matters, but liberal on 
the subject of human needs—the 
needs of the “vulnerable people in 
our society,” as he puts it. 

Lehman still enjoys life on 
Capitol Hill, and plans to continue 
his political career. “It fulfills a 
need to be usefully employed and 
active and provides the chance to 
make a difference from time to 
time,” Lehman says. “Besides, in 
this business, you can never really 
go back. Once you're in politics 
you're in for life.” 
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Highway Cost Allocation 
Study Is Released 


he long-awaited Federal 

Highway Cost Allocation 

Study is finally complete, 
and its findings have great rele- 
vance for truck dealers. According 
to the Department of Transporta- 
tion study, heavy trucks are sub- 
stantially underpaying their 
share of highway costs and need to 
pay a greater part of the tax bur- 
den. The report recommends that 
this greater tax share should be 
collected through higher fuel 
taxes and much higher highway 
user fees. 

Although it does not recommend 
eliminating the excise tax on 
trucks and truck parts, the report 
sees such taxes assuming less im- 

rtance in any new collection 
structure. This reduced impor- 
tance may have resulted from 
ATD comments on preliminary 
proposals, which placed greater 
emphasis on excise taxes as a 
source of highway funds. 


The study’s recommendations 
are based on two principles: (1) 
only highway users should pay 
highway costs, and (2) allocations 
of cost should be made according to 
the costs incurred by specific 
groups. The study finds that the 
“incremental” method, which has 
been the standard for the last 30 
years, is no longer adequate, since 
“4R” costs (resurfacing, restora- 
tion, rehabilitation and _ recon- 
struction) are now of greater im- 
portance. 


Heavy trucks were found to 
have a greater impact on “4R” 
costs than on new construction 
costs. Therefore, as highway costs 
become more road-repair related 


than road-building related, heavy 
trucks should pay a greater share 
of the expense. According to the re- 
port, heavy trucks are underpay- 
ing and light trucks are overpay- 
ing road taxes. 

Included in the report are rec- 
ommendations for making the tax 
burden more equitable. While ad- 
mitting there are problems with 
all tax scenarios, the authors of 
the study put forth four “best and 
fairest” alternatives. 

The four tax proposals have 
much in common. All eliminate 
the taxes on lubrication oil and 
inner tubes. All increase fuel taxes 
2 to 4 cents, with some of the pro- 
posals imposing a higher tax on 
diesel fuel than on gasoline. Tire 
taxes would be increased by a mul- 
tiple of three or four, with the 
greatest increases on heavy tires. 

The heavy vehicle use tax, 
which now amounts to about $250 
to $400 per year for large trucks, is 
slated for the greatest increases. 
The proposed tax is_ steeply 
graduated, with 80,000-pound rigs 
paying up to four times the tax on 
60,000-pound trucks. Under these 
proposals, the heaviest trucks 
would pay up to $3,500 per year in 
heavy vehicle use taxes. 

Although the study does not rec- 
ommend the elimination of excise 
taxes on all trucks and truck parts, 
the various proposals would de- 
crease their importance in two 
ways. First, the tax rate would be 
lowered. For comparison purposes, 
the proposed rate would be no 
more than 6.5 percent if $10 bil- 
lion in total highway funds were 
desired. 

The second way in which the im- 


portance of excise taxes is di- 
minished is through proposals 
that the taxes be collected only on 
vehicles of 33,000 pounds or more 
GVW (i.e., class 8 tractors). The 
study also recommends that the 
rate on trucks and parts should be 
the same, and apply to the same 
class of vehicles. 

In recognition of the consider- 
able administrative difficulties in- 
volved in taxing parts only for 
class 8 rigs, the study suggests 
eliminating the tax on parts. The 
study points out, however, that 
this would distort the buy vs. re- 
pair decision in favor of repair. 

All in all, the proposals con- 
tained in the Federal Highway 
Cost Allocation Study would raise 
the costs of trucking from 1 to 2 
percent for 50,000- to 70,000- 
pound GVW trucks, and 2 to 4 per- 
cent for trucks above 70,000- 
pound GVW. Clearly, the heaviest 
trucks will be expected to carry a 
greater tax burden in the future. 
The view that heavy trucks do not 
pay enough is hotly contested by 
the American Trucking Associa- 
tion, which states the effects of age 
and weather on highways have 
been unfairly assigned to heavy 
trucks. 

It is encouraging that the report 
recommends a decreased impor- 
tance for excise taxes. It is hoped 
that when Congress debates and 
acts upon the findings, it will fol- 
low the report’s advice. Perhaps 
Congress will even take the rec- 
ommendations one step further 
and repeal the excise tax. One 
thing is sure: with the controversy 
surrounding the findings, this will 
be a hotly contested political gern 
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available in the U.S. 


Jaguar from page 19 


been discussed publicly about it at 
this stage. It will clearly be in the 
Jaguar family, and it will succeed 
the parent Series III. The car is 
likely to be evolutionary rather 
than revolutionary. But we’ve still 
got a couple of years before its ready. 

AE: What is BL’s relationship 
with Honda? Are there plans to 
develop a new executive car in tan- 
dem with Honda for distribution 
in the U.S.? 

Whitehead: So far the Honda 
relationship has not had any im- 
pact on the US. All of my col- 
leagues in the United Kingdom 
speak highly of the relationship 
with Honda; it seems to be very 
satisfactory all around. I think 
that everyone seems pleased with 
the new Acclaim (a joint project 
between BL and Honda), and it’s 
having considerable success in Brit- 
ain. Further down the road there 
are discussions and planning tak- 
ing place about a new executive 
car. What finally will be agreed 
upon for the U.S. and what models 
will be developed are still unknown. 

ZE: Would such an automobile be 
distributed through Jaguar deal- 
ers or would it take a new dealer 
organization of some kind? 

Whitehead: An executive car of 
that type I suspect would be quite 
suitable for the Jaguar line, but 
there are no plans as yet. 

7E: Is BL pursuing any other re- 
lationships with foreign manufac- 
turers? 

Whitehead: No, other than an 
agreement with an Italian firm, 
VM (Stabilimenti Meccanici VM 


¥. Ai oN SS iy ee BA. 
At 262 horsepower, the V12-powered Jaguar XJ-S is the most powerful 


NATE SA ater Ne? oe 
t.. : ee > 


production engine 


SpA), to develop our diesel engine. 
In addition to the diesel for the 
Jag, VM is developing diesels for 
Alfa Romeo and for Rover. 

: Early this year, JRT began a 
telephone-survey program to 
gather feedback from customers. 
How does this survey work, and 
what have you found out? 

Whitehead: I hate giving away 
details about successful programs. 
Since February, we’ve employed a 
market-research firm to call about 
150 of our new-car buyers each 
month for their opinions about our 
cars. Customers are being con- 
tacted and interviewed about 35 
days after delivery—at about the 
1,000-mile service point. The sur- 
vey provides us with an instant 
reaction to our products in the 
marketplace. 

The interviews take 35 to 40 mi- 
nutes and cover all aspects of the 
sale: from the attitude of the cus- 
tomer to the car to his opinion of 
the dealer from whom he bought 
the car. The results are tabulated, 
and each month we get a compila- 
tion of what’s happening out there. 

7E: Have you learned anything 
from the surveys that surprised 
you? 

Whitehead: No, I don’t think so 
really. More than anything, the 
findings have confirmed some of 
our views about who is buying our 
cars, what they look for in a deal- 
ership, what magazines they read 
and how they feel about our com- 
petitor’s products. 

#E: Is this program likely to con- 
tinue through ’82? 

Whitehead: We will certainly 
continue it through ’82, and I see 


no reason why we wouldn’t con- 
tinue it further than that. We’re 
very excited about the program; 
it’s giving us some interesting re- 
sponses and reactions. And we’re 
also receiving support from the 
dealers, who appreciate being able 
to locate a problem early on and 
get it resolved. 

7E: What is the primary factor in 
a Jaguar customer’s buying deci- 
sion? 

Whitehead: Style, no question 
about it. The Jaguar is a beautiful- 
looking car, and in all the surveys 
we do, style comes out on top every 
time. After that, customers look 
for ride and handling, perfor- 
mance and interior appointments. 
People also say the Jag is priced 
competitively. I think all of that is 
true, but if the product looks right, 
then you get results. 

7E: Jaguar has made some real 
strides in the area of fuel economy. 
Is that a need you sensed on the 
part of luxury car buyers? 

Whitehead: Yes, the market 
definitely has become energy con- 
scious. We’ll never go back to the 
days when people don’t care about 
fuel economy. So even though our 
customers may be able to afford to 
buy a luxury product, they stil] 
want one that is fuel efficient. And 
our cars are: the XJ6 is EPA-rated 
at 24 miles per gallon on the high- 
way and 17 mpg in the city, and 
the 12-cylinder XJ-S obtains 21 
mpg on the highway and 15 mpgin 
the city. 

7E: Is Jaguar’s new 24-month, 
36,000-mile warranty also helping 
to win customers? 

Whitehead: Yes. Many of the 
survey respondents refer to the 
warranty as a key factor in their 
buying decision. I think it’s tangi- 
ble evidence of the manufacturer 
standing behind the product. 

FE: Is the coverage likely to in- 


crease to 36 months? 

Whitehead: If necessary. In 
1982, we changed to the current 
extended warranty, and if we 
think it appropriate to change 
again, then we would do so. 
Clearly, what other automakers 
do has an impact on us, but we 
don’t necessarily have to follow 
them. 

ZE: What role does the racing cir- 
cuit play in the development and 
marketing of Jaguar products? 

Whitehead: We've been very 
successful in Trans-Am racing 
with the V12-powered XJ-S cam- 
paigned by Group 44. Right now 
we're developing a V12-powered 
IMSA GTP coupe to compete in en- 
durance racing. It will probably 
debut this summer. The car is de- 
signed by Lee Dykstra and will be 
driven by Bob Tullius. 

We find participation in the rac- 
ing circuit is very supportive of 
what were trying to do with 
Jaguar marketing. JRT is looking 
to put the Jaguar name in the 
forefront of long-distance racing 
the way it was in the 1950s, with 
the LeMans-winning C and D 
' types. When you are successful at 

endurance racing, you create an 
- image of quality that cannot be 
earned in any other way. 

Racing will enable us to develop 
an interesting platform for adver- 
tising. Long-distance races, espe- 
cially, give us performance claims 
we can use in ads. These claims are 
made more valid because they’re 
backed by performance on the 
track. Racing also enables us to 
get favorable coverage in sports 
magazines and other special-in- 
terest publications. So I see us con- 
tinuing our racing program over 
the next few years. 

ZE: How important is advertis- 
ing to JRT’s growth? . 

Whitehead: If you’re getting a 
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product on a regular basis, then 
you can plan ahead. If you’re hav- 
ing to stop and start your advertis- 
ing like we have in the past, then 
the campaign will not be as effec- 
tive. We’re providing solid support 
now in a number of publications, 
including the Wall Street Journal. 
Dealers welcome that support. 

/E: Are you finding that dealers 
are also providing their own sup- 
port through cooperative advertis- 
ing? 

Whitehead: We have very suc- 
cessful dealer advertising commit- 
tees. I think that program is work- 
ing very well indeed. 

AE: Since the U.S. is Jaguar’s 
leading market, how sensitive are 
the parent company’s product 
planners to the needs of Jaguar 
dealers and customers here? 

Whitehead: Very sensitive. 
We’re very close to the parent 
Jaguar company in England—in 
service, production and product 
development. And they really lis- 
ten to us; that’s the exciting thing. 
We have gotten so close to them 
that we’re working together, hand 
in hand. It’s producing some very 
positive results. 

We are heavily involved in prod- 
uct-planning activities, for in- 
stance, and the North American 
staff takes part in styling-review 
meetings. I’m on the board of 
Jaguar Cars, and I attend all the 
monthly board meetings. 

/E: Are dealers feeling more in- 
volved now, too? 

Whitehead: Yes, we get lots of 
input from dealers, especially 
from the National Dealer Council. 
We make sure that there are regu- 


lar dealer visits to the United. 
Kingdom and John Egan, in turn, 
is a frequent visitor here. 

FE: Will the role of the dealer 
council change now that it has 
been consolidated? 

Whitehead: No, I don’t see the 
role of the dealer council changing 
at all, though it is a smaller group 
now (eight members). We meet 
with them on a regular basis, and 
the relationship seems satisfac- 
tory on both sides. 

ZE: Do you sit in on the meet- 
ings? 

Whitehead: I’m not the regular 
chairman of the meetings, but I 
have attended the last two. And so 
has Mr. Egan. The representation 
from Leonia is headed by our sales 
and service vice-president. 

Ai: Is the dealer population 
likely to change from its current 
level of 216 dealers as sales in- 
crease? 

Whitehead: Jaguar is certainly 
becoming a desirable franchise to 
have. At the NADA Convention in 
February, we were swamped with 
requests from dealers for informa- 
tion about starting a JRT fran- 
chise. But I don’t see any signifi- 
cant change from the numbers 
we're looking at now. 

We certainly want to have a 
quality, profitable dealer organi- 
zation—profitable to the dealer 
and to us. That means in certain 
areas we will want to work toward 
upgrading dealer representation. 

Rather than increasing the 
number of dealers, however, we’d 
rather increase volume and sales 
per dealer. I think last year we 
were running at about 20 cars an- 
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nually per dealer, and by the end 
of this year we should more than 
double that figure. There are a 
few—just a very few—open points 
in the U.S., and we’re likely to 
close those, but I don’t see any sig- 
nificant shift from the sort of num- 
bers we’re looking at today. 

E: Will service training be re- 
ceiving greater attention as sales 
increase? 

Whitehead: We have various 
programs designed to increase ser- 
vice training. It’s certainly a top 
priority as far as we’re concerned. 
We've made some internal reor- 
ganization here, and have put our 
vice-president of sales and mar- 
keting in charge of service to give 
it added emphasis. 

E: JRT recently reorganized its 
zone system as well. Will the 13 
sales representatives scattered 
throughout the U.S. have enough 
time and energy to serve the needs 
of this growing market? 

Whitehead: We have to make 
sure that as volume goes up we 
have adequate support staff. As 
you know, we had to take a serious 
reduction in the size of our opera- 
tions as a result of the phasing out 
of Rover and Triumph. We came 
down to what we think is an abso- 
lute minimum in terms of person- 
nel. We also reduced the number of 
facilities that we have around the 
country, and from here on we will 
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be expanding the services of the 
headquarters and the zones to 
meet the demands of the situation. 
We're not stuck to any number of 
zones or any number of people. 

AE: What is your prognosis for 
the U.S. auto industry in general? 

Whitehead: I would expect it 
will start turning around soon. 
The key, clearly, is in interest 
rates. I expect interest rates wil] 
come down towards the end of the 
year. But I’m certainly not unwise 
enough to try and predict exactly 
what will happen. 

I’m quite convinced that with its 
strength, Detroit will be able to re- 
store its earlier good fortune. 
There is already some evidence 
that Detroit’s small cars are gain- 
ing ground. 

FE: Do high interest rates have a 
bearing on the luxury car market? 

Whitehead: Nobody likes 
interest rates at the levels they 
have been; it makes business 
much more difficult. Granted, our 
customers are not quite as sensi- 
tive to high rates as the average 
car buyer, but interest rates still 
are a factor in the purchase deci- 
sion. I hope for all our sakes they 
come down soon. 

But even so, we are quite happy 
with the way Jaguar performance 
is improving. We’re looking for- 
ward to even better results in the 
months to come. FE 
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The Belden power path 
balance analyzer’ enables 
mechanics to pinpoint engine 
problems cylinder by cylinder 
in minutes. According to the 
manufacturer, fouled spark 
plugs, faulty spark plug wires, 
bad rings and valves and other 
problems can be located with- 
out hooking up to a bulky con- 
sole analyzer. The analyzer also 
tests vacuum and carburetor 
systems. Manufacturer: Belden 
Corp., 2000 S. Batavia Ave., 
Geneva, IL 60134. 
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Contemporary-styled service 
advisor desks and stools are 
available from Shure Manufac- 
turing Corp. The desk is avail- 
able in two sizes: 36 inches wide 
by 20 inches deep and 53 inches 
wide by 20 inches deep. Both 
have divided storage room and 
laminated writing surfaces. 
The utility stool features a 
thick upholstered seat, an ad- 
justable backrest and 5-point 
base. Manufacturer: Shure 
Manufacturing Corp., 1601 S. 
Hanley Rd., St. Louis; MO 
63144. 


Ajax Corp. has introduced the 
new Tipper dump box body 
for use on compact pickup 
trucks and cab chassis units. 
The dump box features fold- 
down sides to permit side un- 
loading of cargo, high-strength 
alloy steel sub-frame, formed 
and welded steel box construc- 
tion and self-contained, bat- 
tery-operated hydraulics. Tip- 
per dump boxes are currently 
available for Chevrolet S-10, 
GMC 8-15, Ford Ranger, Dodge 
D-50, Datsun and Toyota pick- 
up truck and cab chassis units. 
Manufacturer: Tipper Division, 
4480 N. 124th St., Milwaukee, 
W1 53225. 


Wynn Oil Co. has acquired the 
Classic car-care line of waxes, 
polishes, tire, vinyl and chrome 
cleaners and leather and viny] 
preservatives from Classic 
Chemical Inc. Included in the 
product mix is Classic Pearl 
Poly Plus, an advanced polymer 
sealant. According to the dis- 
tributor, Pearl Poly Plus offers 
a sunscreen agent that helps 
block out ultraviolet rays that 
can dull paint brilliance. Dis- 
tributor: Wynn Oil Co., 2600 E. 
Nutwood, Fullerton, CA 92631. 
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Chilton Books new car-care 
manuals are an ideal way to 
say “thank you” to a new or 
used-car customer. There are 12 
titles in all, covering most 
domestics plus the five leading 
imports. Each book contains 
consumer tips, safety checklists 
and fuel economy tips. In addi- 
tion, each book describes 35 
easy maintenance procedures. 
Dealers may buy in quantity at 
a discount. Distributor: Chilton 
Book Co., Radnor, PA 19089. 


An automatic sensor opens the 
new Flex-Shield strip door in- 
stallation by Johnston En- 


vironmental, then automati- 
cally closes it after passage of 
vehicles or equipment, based on 
the amount of time program- 
med into an adjustable timer. 
The automatic opener prevents 
strips from touching vehicles or 
equipment while still function- 
ing as an efficient airflow block. 
Strips can remain parted dur- 
ing peak traffic times, long de- 
liveries or on days when the 
transfer of air is desirable. The 
24-inch-wide, 120-millimeter- 
thick, clear Vulene strips are 
attached to moving hardware 
by a tongue-and-groove design 
that requires no fastening 
hardware. Manufacturer: John- 
ston Environmental, 1502 E. 
Chestnut, Santa Ana, CA 
21701. 


CAUTION 


Bender announces a new wheel- 
balancing system, the Model L- 
103, designed for high-volume 
operations. The fully automatic 
system balances both planes of 
the tire and wheel assembly 
simultaneously. Accuracy is 
within 1/10 of an ounce and loca- 
tion within 1/100 of round angu- 
lar location. The balancer can be 


A second-generation service 
order scheduling (SOS) sys- 
tem has been announced by Tele- 
genix. The new system features a 
digital tape cartridge, which can 
load an entire program in a few 
seconds. It also incorporates an 
automatic “data save” feature 


programmed for a total static 
balance or for inside weight 
placement on custom wheels 
The standard cone system allows 
both front and rear cone mount- 
ing, and eliminates the need for 
special plates or adaptors. Man- 
ufacturer: J. H. Bender Equip- 
ment Co. Inc., 2315 N. 26th St., 
Birmingham, AL 35207. 


that spools all shop and customer 
data onto one tape on a hourly 
basis. The system has been ex_ 
panded to operate with as many 
as five service advisor terminals 
Manufacturer: Telegenix Inc. , 29g 
Olney Ave., Cherry Hill, NJ 


08003. 


For years, AC Cruise Control (K-35) has been a popular @ It can be set to maintain lower, fuel-saving speeds. 


option on larger cars. Now GM dealers are ordering it @ AC Cruise Control provides the added convenience 
at a record pace on their new smaller cars—for a lot of of the “Resume Feature.” 


good reasons... @ It's easy to sell from inventory because people try 
@ Cruise Control can add profit for the dealer... and value it and like it. 


for the customer at resale time (according to recent Blue @ AC Cruise Control is specifically engineered for the 
Book, Red Book and N.A.D.A. Used Car Guides). GM car in which it is factory-installed. 


Specify K-35 for your demos and inventory. 


AC Spark Plug Division, 
General Motors Corporation, 
CHEVROLET CAMARO 1300 N. Dort Highway PONTIAC FIREBIRD 
Flint, Michigan 48556 


START YOUR OAKLEAF SYSTEM 


FOR ONLY $7,900 


Just $7,900 starts you computing with the Oakleaf SX-350. As your needs grow, you can upgrade your SX-350 to the Oakleaf 
MP-16, heart of the advanced Automotive Showroom Profit System™ The MP-16 System configuration pictured here with 
MP-16, Winchester Disk Storage System, Modem, SX-350 and four CRT Remote Terminals costs less than $30,000 and can 
be purchased all at once...or one component at a time. There are a variety of Oakleaf configurations available. One is precisely 
right for your dealership. For more information how Oakleaf Automotive Computer Systems will bring in more buyers an 

make your dealership more profitable, call Barbara Jennings, National Marketing Department, (800) 423-3681, or i0 


California (213) 989-5989 collect. 


OFFICE SECRETARY 
“My Oakleaf SX-350 
is accessing informa- 
tion in our MP-16 to 
word process personal- 


ized letters to pros- 
pects. I’m told we’re 
selling more cars now. 


SALESMAN “With 
this Oakleaf terminal, 
I can put a better deal 
together, easier. I al- 
ways know what's in 
our inventory, and I’m 
selling more options.” 


DEALER “I chose the 


Oakleaf computer 


system because its 


State-of-the-Art 


technology makes it 


flexible, yet it is inex- 
pensive compared to 
other systems. My CRT 


Also, I make sure the 
inventory is kept up- 
to-the-minute.” 


gives me greater con- 
trol over my store.” 


SALES MANAGER 
LEASING MANAGER “This Oakleaf CRT le® | 
“T like being able to Z. me manage the deal§™ 
structure a lease deal better. It reduces 
on my own screen -) paperwork and gives 
until it is just right, § me more time to WO! 
then have the printing y with my sales force: 


unit in the office do 
the paperwork.” 


ae 


hi iy 


4 
14600 Titus Street 
Panorama City, Californi@ 
(800) 423-3681 (213) 989° 


